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Preface 


This book is the product of a research program in managerial/execu¬ 
tive behavior which began with my doctoral dissertation on big city 
mayors. 1 Other parts of that program have focused on the major con¬ 
textual factors that shape the way in which managers act, 2 executive 
careers, 3 both the organizational 4 and the power and influence 3 as¬ 
pects of managerial work, the history and behavior of a group of 
successful general managers, 6 and corporate efforts to create a lead¬ 
ership capacity in their management hierarchies. 7 

This latest project began in August 1986 with questions about the 
nature of leadership and its relationship to management that were 
raised, but not answered, by my last book. The most fundamental of 
these questions: Is leadership really different from management and, 
if so, exactly how? Two phases of data gathering addressed these 
issues, using the usual array of methods employed throughout this 
program: interviews, supplemented by questionnaires, archival docu¬ 
ments, and, to a lesser degree, observation. 

Phase I was a survey designed in the summer of 1986 and con¬ 
ducted between October of that year and June 1987. In that study, 
nearly 200 senior executives in a very diverse group of twelve well- 
known and successful corporations either filled out a ten-page ques¬ 
tionnaire or were interviewed at length. In either case, they were 
systematically asked a variety of questions about leadership and man¬ 
agement, about people they knew who were very effective at one or 
both of these processes, about how well the rest of their fellow exec¬ 
utives were handling those challenges, and about what their corpora- 
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lions would need from management in order to prosper over the next 
five to ten years. 

Phase n began in June 1987 and was completed in October 1988. 
During this effort, a number of incidents were identified in a wide 
variety of settings which first-hand observers labeled "highly effec¬ 
tive leadership in business." 8 Each of these stories was subsequently 
studied in some detail with the assistance of the corporations in¬ 
volved: American Express, ARCO, ConAgra, Digital Equipment Cor¬ 
poration, Kentucky Fried Chicken, Eastman Kodak, Mary Kay 
Cosmetics, NCR, Pepsi-Cola, Procter & Gamble, and SAS. The focus in 
each case study was both on facts, what specifically happened and 
when, as well as on opinions regarding what the facts tell us about 
“effective leadership.” Data gathering was reasonably extensive: over 
a thousand pages of documents were collected, 137 interviews were 
conducted, individuals and their situations were observed systemati¬ 
cally for about forty hours. (For a more detailed description of this 
research, see the Appendix.) 

Information from these two studies was analyzed in the second half 
of 1988 and throughout 1989, a period in which James Leahey 
worked as my research assistant and was extraordinarily helpful. 
This analytical aspect of the project began with a search for themes in 
the responses to two of the questions asked in Phase I. Those inqui¬ 
ries were worded as such: 1) Think of someone you know personally 
who, in your opinion, has done an excellent job of providing his or 
her organization with effective management, and tell us, in as much 
detail as possible, what that person actually has done which consti¬ 
tutes "highly effective management.” 2) Now think of someone you 
know personally who, again in your opinion, has done an excellent 
job of providing effective leadership to the people and activities 
around him or her, and tell us, in detail, what the person has done 
which constitutes “highly effective leadership.” After completing a 
thematic analysis of some 200 lengthy responses to these questions, 
further analytical work was performed on the remaining question¬ 
naire data. The stories from Phase II were used to test and refine the 
ideas that emerged from these efforts. Eventually, this manuscript 
was prepared. 

All of this work has led me to conclude that leadership in complex 
organizations is an increasingly important yet often confusing topic 
which can be further illuminated by exploring its relationship to man¬ 
agement, a very different sort of activity and one that is much better 
understood today. Such a comparison helps clarify the function, the 
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process, the structure/ and the origins of leadership, In the first chap¬ 
ter of this book, that comparison begins, along with the general argu¬ 
ment that a) leadership and management are both very important 
processes, and the notion that leadership is ''good" and management 
is "bad" is most certainly wrong, b) despite differences that can create 
conflict, the two processes can work together very successfully, and 
furthermore, some people can be very effective leaders and manag¬ 
ers, and c) for a variety of reasons, many firms today lack sufficient 
leadership, a deficiency which is increasingly costly, yet often cor¬ 
rectable. 

In Chapter 2, the case of NCR’s ATM business is presented. It is a 
classic example of effective leadership in business and clearly shows 
the essential function of leadership: to produce adaptive or useful 
change. The case illustrates many of the points made in Chapter 1 and 
implicitly raises a variety of questions which will be explored 
throughout the remainder of this book. 

One centrally important aspect of leadership is direction setting, 
which people frequently confuse with planning or long-range plan¬ 
ning. In Chapter 3,1 argue that planning is a managerial process that 
is not the same as, nor ever a substitute for, the direction-setting 
aspect of leadership, a process that produces vision and strategies, 
not plans. Vision is defined, and the NCR situation, plus cases from 
American Express (its TR8 business) and SAS, is used to illustrate 
what vision looks like in practice and how it is created. 

A second core aspect of leadership is alignment: the process of get¬ 
ting people to understand, accept, and line up in the chosen direction. 
In Chapter 4,1 argue that alignment is a complicated communications 
challenge that is very different from the design problem associated 
with the managerial process of organizing. How effective leadership 
deals with this communications problem is described and illustrated 
with examples from NCR, American Express, and SAS, along with the 
case of Kodak’s copier products business. 

In efforts to produce change in complex organizations, sizable bar¬ 
riers of some sort (political, bureaucratic, resource) are always en¬ 
countered. Overcoming these barriers often takes herculean effort, 
which only comes from highly energized people. This is why motiva¬ 
tion and inspiration are central aspects of leadership. In Chapter S, 
we look at basic human nature to see what motivates people, and at a 
variety of cases (starting with Mary Kay Cosmetics and ending with 
an episode at Kentucky Fried Chicken) to illustrate how leadership 
inspires. 
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Many people tend to think of the structure of leadership (roles and 
relationships) in extremely simple terms; there is a leader (one role) 
who sets the direction, aligns followers, and motivates them. In Chap¬ 
ter 6,1 argue that reality is more complicated, out of necessity; pro- 
viding leadership on most issues in a complex organization is far too 
difficult and time-consuming for any one person, no matter how tal¬ 
ented. Two cases, one at ARCO and one at Digital Equipment, are 
used to illustrate a variety of leadership roles. 

Initiatives from people in different leadership positions do not have 
to converge. Instead, they can easily conflict, unless something binds 
them together. Traditional management coordinating mechanisms 
(eg., the hierarchy, plans, job descriptions) are inadequate, at least by 
themselves, because of the sheer amount of non-routine coordination 
needed in a change effort. How thick networks of relationships fit the 
bill is discussed in Chapter 7 and demonstrated primarily with a case 
from Procter & Gamble—a story that also serves to illustrate much of 
the discussion from the previous six chapters. 

The capacity of an individual to handle big leadership roles effec¬ 
tively is probably influenced by that person's early experiences. How 
this happens is explored in Chapter 8, the most speculative piece in 
the book. The limited data from this project that is applicable here is 
supplemented with information from two of my previous books: The 
General Managers and The Leadership Factor. 

Adult experiences clearly influence a person’s capacity to lead. The 
basic ways in which this happens are identified in Chapter 9, and a 
prototypical career of a business leader is described in some detail. 
This chapter also looks at how career experiences often undermine 
the development of leadership potential, and examines how some 
firms (Morgan Guaranty, Hewlett-Packard) work to systematically 
avoid this problem. 

An organization’s norms and values can encourage or limit leader¬ 
ship in a number of powerful ways. Chapter 10, probably the second 
meet speculative piece in the book, discusses the case of ConAgra, 
where a CEO developed a corporate culture that helped create strong 
leadership and management both up and down the hierarchy. I con¬ 
clude by arguing that the ultimate act of leadership in an organization 
is creating a leadership-oriented culture that continues after the cre¬ 
ator has gone. 

The book ends with a Postscript which summarizes much of the 
material found in all of the chapters. The reader who prefers seeing 
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detailed conclusions at the onset should probably examine this Post¬ 
script before starting Chapter 1 . 

AH the cases described in this book show effective leadership. In 
selecting them, I am not suggesting that we can learn only from posi¬ 
tive examples. Cases of failed leadership can be very instructive; in¬ 
deed, such stories from my previous work were used during the 
analytical phase of this project. I chose not to report those ineffective 
situations here simply because I think we have all seen (or read about) 
far more cases of failure than of successful leadership. 

Early drafts of this manuscript were critiqued by a number of indi¬ 
viduals whose comments were most helpful. These people included: 
Jerry Abarbanel, Chris Argyris, Dale Bennett, Jan Blakslee, Richard 
Boyatzis, Nancy Dearman, Bob Eccles, Russ Eisenstat, Alan Frohman, 
Ray Goldberg, Richard Hackman, Jim Heskett, Julie Johnson, Bob 
Lambrix, Mike Lombardo, Jay Lorsch, Morgan McCall, Tom Mithen, 
Charlie Newton, Barbara Rice, Vijay Sathe, Len Schlesinger, Robert 
Steed, Warren Wilhelm, and Doug Yaeger. An even greater number 
of people assisted me in the data-gathering phases of this project. 
Most of their names are listed elsewhere in this book. My sincere 
thanks goes to them all. 
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Management and 
Leadership 


T he word leadership is used in two very different ways in every 
day conversation. Sometimes it refers to a process that helps di¬ 
rect and mobilize people and/or their ideas; we say, for example, that 
Fred is providing leadership on the such and such project. At other 
times It refers to a group of people in formal positions where leader¬ 
ship, in the first sense of the word, is expected; we say that the lead¬ 
ership of the firm is made up of ten people, including George, Alice, 
etc. 

In this book, I will use the word almost exclusively in the first sense. 
Tim second usage contributes greatly to the confusion surrounding 
this subject because it subtly suggests that everyone in a leadership 
position actually provides leadership. 1 This is obviously not true; 
some such people lead well, some lead poorly, and some do not lead 
at all. Since most of the people who are in positions of leadership 
today are called managers, the second usage also suggests that leader¬ 
ship and management are the same thing, or at least closely related. 
They are not. 

Leadership is an ageless topic. That which we call management is 
largely the product of the last 100 years, 2 a response to one of the 
most significant developments of the twentieth century: the emer¬ 
gence of large numbers of complex organizations. 3 Modern manage¬ 
ment was invented, in a sense, to help the new railroads, steel mills, 
and auto companies achieve what legendary entrepreneurs created 
them for. Without such management, these complex enterprises 
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tended to become chaotic in ways that threatened their very exis¬ 
tence. Good management brought a degree of order and consistency 
to key dimensions like the quality and profitability of products. 

In the past century, literally thousands of managers, consultants, 
and management educators have developed and refined the pro¬ 
cesses which make up the core of modem management. These pro¬ 
cesses, summarized briefly, involve: 4 


1. Planning and budgeting—setting targets or goals for the future, 
typically for the next month or year; establishing detailed steps 
for achieving those targets, steps that might include timetables 
and guidelines; and then allocating resources to accomplish 
those plans 

2. Organizing and staffing—establishing an organizational struc¬ 
ture and set of jobs for accomplishing plan requirements, staff¬ 
ing the jobs with qualified individuals, communicating the plan 
to those people, delegating responsibility for carrying out the 
plan, and establishing systems to monitor implementation 

3. Controlling and problem solving—monitoring results versus 
plan in some detail, both formally and informally, by means of 
reports, meetings, etc.; identifying deviations, which are usually 
called "problems”; and then planning and organizing to solve the 
problems 

These processes produce a degree of consistency and order. Unfor¬ 
tunately, as we have witnessed all too frequently in the last half cen¬ 
tury, they can produce order on dimensions as meaningless as the 
size of the typeface on executive memoranda. But that was never the 
intent of the pioneers who invented modern management. They 
were trying to produce consistent results on key dimensions ex¬ 
pected by customers, stockholders, employees, and other organiza¬ 
tional constituencies, despite the complexity caused by large size, 
modem technologies, and geographic dispersion. They created man¬ 
agement to help keep a complex organization on time and on budget. 
That has been, and still is, its primary function. 5 

Leadership is very different. It does not produce consistency and 
order, as the word itself implies; It produces movement. Throughout 
the ages, individuals who have been seen as leaders have created 
change, sometimes for the better and sometimes not. 6 7 They have 
done so in a variety of ways, though their actions often seem to boil 
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down to establishing where a group of people should go, getting them 
lined up in that direction and committed to movement, and then en¬ 
ergizing them to overcome the inevitable obstacles they will encoun¬ 
ter along the way. 

What constitutes good leadership has been a subject of debate for 
centuries. In general, we usually label leadership "good” or "effective" 
when it moves people to a place in which both they and those who 
depend upon them are genuinely better off, and when it does so with¬ 
out trampling on the rights of others. 8 The function implicit in this 
belief is constructive or adaptive change. 

Leadership within a complex organization achieves this function 
through three subprocesses which, as we will see in further detail 
later on in this book, can briefly be described as such: 9 

1. Establishing direction—developing a vision of the future, often 
the distant future, along with strategies for producing the 
changes needed to achieve that vision 

2. Aligning people—communicating the direction to those whose 
cooperation may be needed so as to create coalitions that under¬ 
stand the vision and that are committed to its achievement 

3. Motivating and inspiring—keeping people moving in the right 
direction despite major political, bureaucratic, and resource bar¬ 
riers to change by appealing to very basic, but often untapped, 
human needs, values, and emotions 

Exhibit 1.1 compares these summaries of both management and lead¬ 
ership within complex organizations. 10 

Management and leadership, so defined, are clearly in some ways 
similar. They both involve deciding what needs to be done, creating 
networks of people and relationships that can accomplish an agenda, 
and then trying to ensure that those people actually get the job done. 
They are both, in this sense, complete action systems; neither is sim¬ 
ply one aspect of the other. People who think of management as being 
only the implementation part of leadership ignore the fact that lead¬ 
ership has its own implementation processes: aligning people to new 
directions and then inspiring them to make it happen. Similarly, peo¬ 
ple who think of leadership as only part of the implementation aspect 
of management (the motivational part) ignore the direction-setting 
aspect of leadership. 

But despite some similarities, differences exist which make manage- 



6 


Introduction 


Exhibit 1.1 Comparing Management and Leadership 


Management 


Leadership 


Cresting 

an 

agenda 


Developing 
a human 
network for 
achieving 
the agenda 


Execution 


Outcomes 


Planning and Budgeting— 
establishing detailed steps and 
timetables for achieving needed 
results, and then allocating the 
resources necessary to make toai 
happen 

Organizing and Staffing— 
establishing some structure for 
accomplishing plan requirements, 
staffing that structitfe with 
indMcfejaiSt delegating 
responsibity and authority for 
carrying out the plan, provkfing 
policies and procedures to help 
guide people, and creating 
raeteods or systems Id monitor 
knpfemenfeahon 

Contrefing ax! Problem 
Solvtog—rooniiofing resufts vs. 
ptan in some detafl, identifying 
deviations, and toen planning and 
organizing to solve these 
problems 

Produces a degree of 
precfictabSty and order; and has 
the potential of consistently 
producing key resufes expected by 
various stakeholders (eg., for 
customers, always being on time; 
for stockholders, being on budget} 


Establishing I>irectk)n-«-Ktovetoping 
a vision of the future, often the 
distant Mure, and strategies tor 
producing the changes needed 
to achieve trat vision 


Algreng People—communicati ng 
the dkecfion by words and deeds 
to si those whose cooperation 
may be needed so as to 
influence the creation of teams 
and coafitions that understand the 
vision and strategies, and accept 
their vafidty 


Motivating and Inspiring— 
energizing people to overcome 
rrwgor polecat, bureaucratic, and 
resource barriers to change by 
satisfying very basic, but often 
imfufSBed, human needs 

Produces change, often to a 
dramatic degree, and has tie 
potential of producing extremely 
useful change (eg., new products 
thet customers want, new 
approaches to labor relations that 
help make a Arm more 
competitive) 


ment and leadership very distinct. Hie planning and budgeting pro¬ 
cesses of management tend to focus on time frames ranging from a 
few months to a few years, on details, on elimin ating risks, and cm 
instrumental rationality. By contrast, as shown in the chapters that 
follow, that part of the leadership process which establishes a three- 
tkm often focuses on longer time frames, the big picture, strategies 
that take calculated risks, and people's values. In a similar way, organ¬ 
izing and staffing tend to focus cm specialization, getting the right 
person into or trained for the right job, ami compliance; while align¬ 
ing people tends to focus on integration, getting the whole group 
lined up in the right direction, and commitment. Controlling and 
problem solving usually focus on containment, control, ami predict- 
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ability; while motivating and inspiring focus on empowerment, ex¬ 
pansion, and creating that occasional surprise that energizes people. 

But even more fundamentally, leadership and management differ 
in terms of their primary function. The first can produce useful 
change, the second cm create orderly results which keep something 
working efficiently. This does not mean that management is never 
associated with change; in tandem with effective leadership, it can 
help produce a more orderly change process. Nor does this mean that 
leadership is never associated with order; to the contrary, in tandem 
with effective management, an effective leadership process can help 
produce the changes necessary to bring a chaotic situation under 
control. But leadership by itself never keeps an operation on time and 
on budget year after year. And management by itself never creates 
significant useful change. ' 

Taken together, all of these differences in function and form create 
the potential for conflict. Strong leadership, for example, can disrupt 
an orderly planning system and undermine the management hierar¬ 
chy, while strong management can discourage the risk taking and 
enthusiasm needed for leadership. Examples of such conflict have 
been reported many times over the years, usually between individu¬ 
als who personify only one of the two sets of processes: "pure manag¬ 
ers" fighting it out with “pure leaders.” 11 

But despite this potential for conflict, the only logical conclusion 
one can draw from an analysis of the processes summarized in Ex¬ 
hibit 1.1 is that they are both needed if organizations are to prosper. 
To be successful, organizations not only must consistently meet their 
current commitments to customers, stockholders, employees, and 
others, they must also identify and adapt to the changing needs of 
these key constituencies over time. To do so, they must not only plan, 
budget, organize, staff, control, and problem solve in a competent, 
systematic, and rational manner so as to achieve the results expected 
mi a daily basis, they also must establish, and reestablish, when nec¬ 
essary, an appropriate direction for the future, align people to it, and 
motivate employees to create change even when painful sacrifices are 
required. 

Indeed, any combination other than strong management and 
strong leadership has the potential for producing highly unsatisfac¬ 
tory results. When both are weak or nonexistent, it is like a rudder¬ 
less ship with a hole in the hull. But adding just one of the two does 
not necessarily make the situation much better. Strong management 
without much leadership can turn bureaucratic and stifling, produc- 
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ing order for order’s sake. Strong leadership without much manage¬ 
ment can become messianic and cult-like, producing change for 
change’s sake—even if movement is in a totally insane direction. The 
latter is more often found in political movements than in corpora¬ 
tions, 12 although it does occur sometimes in relatively small, entrepre¬ 
neurial businesses. 13 The former, however, is all too often seen in 
corporations today, especially in large and mature ones. 

With more than enough management but insufficient leadership, one 
would logically expect to see the following: 1) a strong emphasis on 
shorter time frames, details, and eliminating risks, with relatively lit¬ 
tle focus on the long term, the big picture, and strategies that take 
calculated risks; 2) a strong focus on specialization, fitting people to 
jobs, and compliance to rules, without much focus on integration, 
alignment, and commitment; 3} a strong focus on containment, con¬ 
trol, and predictability, with insufficient emphasis on expansion, em¬ 
powerment, and inspiration. Taken together, it is logical to expect 
this to produce a firm that is somewhat rigid, not very innovative, and 
thus incapable of dealing with important changes in its market, com¬ 
petitive, or technological environment. Under these circumstances, 
one would predict that performance would deteriorate over time, 
although slowly if the firm is large and has a strong market position. 
Customers would be served less well because innovative products 
and lower prices from innovative manufacturing would be rare. As 
performance sinks, the cadi squeeze would logically be felt more by 
investors who get meager or no returns and by employees who even¬ 
tually are forced to make more sacrifices, including the ultimate sac¬ 
rifice of their jobs. 

This scenario should sound familiar to nearly everyone. Since 1970, 
literally hundreds of firms have had experiences that are consistent 
with it. No one can measure the overall impact of all this. But in the 
United States this problem has surely contributed to the fact that real 
wages were basically flat from 1973 to 1989, that stock prices when 
adjusted for inflation ware less in late 1988 than in 1989, and that 
consumers have turned increasingly to less expensive or innovative 
foreign goods, leaving the country with a crippling trade deficit. And 
recent evidence suggests that the problem is still a long way from 
solved. 

During 1988, senior executives m a dozen successful US. corpora¬ 
tions were asked to rate aU the people in their manag erial hierarchies 
on the dimensions of both leadership and management. 14 The scale 
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they were given ranged from “weak" to “strong", and their responses 
were grouped into four categories: people who are weak at providing 
leadership but strong at management, those who are strong at leader¬ 
ship but not at management, those who are relatively strong at both, 
and those who do not do either well. The executives were then asked 
if the specific mix of talent their companies had in each of these four 
categories was what they needed to prosper over the next five to ten 
years. They could respond: we have about what we need; we have too 
few people in this category; or we have too many people like this. A 
summary of their responses is shown in Exhibit 1.2. 

Half of those polled reported having too many people who provide 
little if any management or leadership. Executives in professional ser¬ 
vice businesses such as investment banking and consulting were par¬ 
ticularly likely to say this. The other half reported having very few 
people in this category, which, as one would expect, they said was 
just fine. 

Nearly half reported having too few people who provide strong 
leadership but weak management. However, those who answered 
this way typically noted that such people were very valuable as long 
as they could work closely with others who were strong at manage¬ 
ment. Most of the remaining respondents reported having about the 
right number of people in this category for future needs, sometimes 
commenting that this "right number" was "very few." These respon- 


Exhibit 1.2 How Executives in a Dozen Successful U.S. Firms Rate the 
People in Their Managerial Hierarchies 


& 

£ 

95 


Nearly half say 
they have “too 
few”* people 

Mke this 

Virtually all report 
“too few*' people in 
this quadrant 

Hal? say they 

Nearly twothirds 

have "too mart/' 

report 'too many” 

people (ike 

people here 

this 


Weak 

Strong 


MANAGEMENT 


"Respondents were given torse choices: (1) too few, (2) too many, (3) about 
rigM. The category having the largest number of responses is shown in the 
chart. 
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dents tended to be pessimistic about strong leadersAveak managers; 
they felt such people usually created more problems than they 
solved. 

Nearly two>thirds of those surveyed said they had too many people 
who are strong at management but not at leadership. Some even re¬ 
ported having "far too many." The other third split their responses 
between “too few” and "about right.” Those saying too few usually 
worked for professional service firms. 

Over 95 percent reported having too few people who are strong at 
both leadership and management. Everyone thought they had some 
people like that: not super humans who provide outstanding manage¬ 
ment and excellent leadership but mortals who are moderately 
strong on one of the two dimensions, and strong or very strong on the 
other. But the respondents felt they needed more, often many more, 
to do well over the next decade. 

This survey is interesting, not because it proves anything by itself, 
but because the results are so consistent with a variety of other evi¬ 
dence, some of which will be presented in later chapters. As a whole, 
die data strongly suggests that most firms today have insufficient 
leadership, and that many corporations are "over-managed” and 
“under-led.” 

An even larger survey conducted a few years earlier provides some 
insight as to why this leadership problem exists. 15 Nearly 80 percent 
of the 1,000 executives responding to that survey questionnaire said 
they felt their firms did less than a very good job of recruiting, devel¬ 
oping, retaining, and motivating people with leadership potential (see 
Exhibit 1.3). These same executives also reported that their compa¬ 
nies were not successful in this regard because of a large number of 
inappropriate practices (see Exhibit 1.4). For example, 82 percent of 
the respondents said that “the quality of career planning discussions 
in their firms” was less than adequate to support the objective of 
attracting, retaining, and motivating a sufficient number of people 
who could help with the leadership challenges. Seventy-seven per¬ 
cent said the same thing about “the developmental job opportunities 
available" and "the information available to high potentials on job 
openings in the company.” Fully 93 percent indicated that "the way 
managers are rewarded for developing subordinates” with leader¬ 
ship potential was less than adequate to support the need for spotting 
high-potential people, identifying their development needs, and then 
meeting those needs. Eighty-seven percent reposted the same prob¬ 
lem with “the number and type of lateral transfers made for develop- 
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Exhibit 1.3 Attracting, Developing, Retaining and Motivating People 
with Leadership Potential: Resultsfrom a Questionnaire of1,000 Exec¬ 
utives 


l How good a job © your company doing with respect to recruiting 
and hiring a sufficient number of people into the firm who have 
the potential some day of providing leadership in important 
management positions? 
very good or eoceHent 27% 

poor or fair 30% 

It How good a job is your firm doing with respect to developing 
these high-potential employees? 
very good or excellent 19% 

poor or far 42% 

HI. How good a job is your compary doing with respect to retaining 
and motivating these high-potential people? 
very good or excellent 20% 

poor or fear 43% 


mental reasons across divisions/' Seventy-nine percent said the same 
thing about "the mentoring, role modeling, and coaching provided/’ 
75 percent about "the way feedback is given to subordinates regard¬ 
ing developmental progress,” 69 percent about "the way responsibili¬ 
ties are added to the current job of high potentials for development 
purposes," 66 percent about "formal succession planning reviews,” 65 


Exhibit 1.4 Adequacy of Practices Affecting a Firm's Leadership Ca¬ 
pacity: Resultsfrom the Questionnaire 


The questionnaire asks 46 questions about practices that affect the 
firm’s capacity to attract, develop, retain, and motivate sufficient 
leadership, in summary* people responded: 

l The vast majority of practices (80%) are more than adequate* 
% answering this way=Q.2 

tt. The vast majority of practices (80%) are adequate** 

% answering this way*33 

IH- A bare majority of toe practices (51%) are adequate** 

% answering tois way=237 

*A response of 1 on a 4-point scale. 

**A response of l or 2 on a 4-point scale. 
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percent about "the firm's participation in outside management train¬ 
ing progr ams ," and 60 percent about “the opportunities offered to 
people to give them exposure to higher levels of management.” 16 

Equally interesting is what was not said. Those surveyed did not say 
their firms had insufficient leadership because there are not enough 
people on earth with leadership potential. Instead, they put the blame 
on themselves for not finding, retaining, developing, or supporting 
people with such potential. Some of those surveyed readily admitted 
that their firms often scared off such individuals, while others be¬ 
lieved that they took talented young people with leadership potential 
and systematically turned them into cautious managers. These rather 
critical results would not be particularly surprising if they came from 
a disenfranchised group of lower- or middle-level managers. But this 
was not a survey of those groups. It was a poll of senior executives. 

There are probably a variety of reasons why so many firms do not 
appear to have the practices needed to attract, develop, retain, and 
motivate enough people with leadership potential. But the most basic 
reason is simply this: until recently, most organizations did not need 
that many people to handle their leadership challenges. 

Modem business organizations are the product of the last century. 
They were created, for the most part, by strong entrepreneurial lead¬ 
ers 17 like Andrew Carnegie, Pierre Du Pont, and Edward Filene. As 
these enterprises grew and became more complex, that which we 
now call management was invented to make them function on time 
and on budget. As the most successful of these enterprises became 
larger, more geographically dispersed, and more technologically 
complicated, especially after World War II, they demanded many 
more people who could help provide that management. *' 

A huge educational system emerged in response to this need, offer¬ 
ing seminars, undergraduate degrees in management, and MBAs. 18 
But the favorable economic climate for U.S. businesses after World 
War O allowed such a degree of stability that most firms didn't need 
much leadership—until the 1970s. Then suddenly, after twenty-five 
to thirty years of relatively easy growth, especially in the United 
States, the business world became more competitive, more volatile, 
and tougher. A combination of faster technological change, greater 
international competition, market deregulation, overcapacity in capi- 
talintensive industries, an unstable oil cartel, raiders with junk 
bonds, and a demographically changing workforce all contributed to 
this shift. The net result is that doing what was done yesterday, or 
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Exhibit 1.5 The Relationship of Change and Comple?dty to the 
Amount of Leadership and Management Needed in a Firm 

High 


Amount 
at change 
needed m 
the 

operation 
(due to 
environmental 
instability, 
rapid growth, 
etc) 

Low 


Coitsicferakie leadership 
but not much management 
required 

(start-up businesses) 

Considerable leadership 
and management required 
(most businesses and 
other organizations 
today) 

Little management or 
leadership reqpred 
(most organizations 
until this century) 

Considerable management 
but little leadership 
required 

(many successful 
corporations in the 
■ 1950s and 1960s) 


Low 


High 


The complexity of the operation 
(due to size, technology, 
geographical dispersion, the 
number of products or services, etc) 


doing it 5 percent better, is no longer a formula for success. Major 
changes are more and more necessary to survive and compete effec¬ 
tively in this new environment. More change always demands more 
leadership (see Exhibit 1.5). But firms are having difficulty adapting 
their practices to this new reality. 

Examples of this shift can be found nearly everywhere. Consider 
the case of a small- to medium-sized plant owned by a successful U.S. 
firm like Honeywell. In 1970, this facility employed 100 people, was 
20 years old, and produced control systems for manufacturing set¬ 
tings. Although the facility made nearly two dozen products, one of 
these accounted for half the volume. That product, relatively unique 
in the marketplace, was protected by a number of patents. Although 
the plant's products were sold in over fifty countries, U.S. sales ac¬ 
counted for 70 percent of total volume. In the U.S. market, the plant's 
main product line held a 34 percent market share in its specific niche; 
the number two competitor controlled about 24 percent. 

An examination of the demands placed on the plant manager back 
in 1970 reveals the following. First and foremost, he was expected to 
meet monthly, quarterly, and yearly targets for production, costs, 
and a number of other quantifiable measures. These targets were 
established after some negotiation by his boss and were based heavily 
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on historical data. To meet these targets, he allocated his time over 
the course of die year in roughly the following way: 

* 5-10%—working with his staff to produce the monthly, quar¬ 
terly, and yearly plans to meet the targets 

• 20-30%—working with his staff to make sure he had the appro¬ 
priate organization in place to implement the plans, which in 
turn involved hiring, firing, performance appraisals, coaching, 
etc. 

• 40-50%—having daily production meetings, weekly budget re¬ 
view meetings, and the like to spot deviations from plan as 
quickly as possible and to solve them 

* 20-25%—all other activities, such as assisting the sales force by 
meeting an important customer, or deciding if a new technology 
should be used in one part of the manufacturing process 

In other words, he spent the vast majority (75 to 80 percent) of his 
time managing the plant, with a heavy emphasis on the control as- 


If a visitor to this plant in 1970 returned fifteen years later, he 
would have found a very different facility, fa 1985, the plant had 
more engineers and technicians and fewer foremen and middle man¬ 
agers. Although the number of employees was almost the same, the 
cuApfa was double the 1970levels. The plant’s product line was much 
more volatile; products introduced within the past five years ac¬ 
counted for nearly 35 percent cf fts volume versus 15 percent in 
1970. The products themselves were mere technologically complex, 
and the technology was changing faster than it had fifteen years ear¬ 
lier. The plant's products were being sold in even more countries, and 
a great®- volume was sold outside the United States. Worldwide mar¬ 
ket share for the plant's niche was about 34 percent, versus 29 per¬ 
cent in the United States, and fts number one competitor, with nearly 


fa this environment, the demands placed on the 1995 plant man¬ 
ager were in stmm ways sfaslar, but in many ways cBfferent, from 
those found in 1970. The head of this fadity in l955 was still being 
asked to meet certain quantifiable targets on a monthly, quarterly, 
sad yearly basis. That, ki turn, still required procbieing plans, main¬ 
taining an organization, and many oontroBing efforts to keep things 
“on track.” But the targets themselves were more complex and vola¬ 
tile dim to markm conditions; thus the process of achieving them was 
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mare complicated. More importantly; in addition to all these activi¬ 
ties, there was a whole new dimension to the job, one that was time- 
consuming and difficult, yet essential. 

In 1985, the plant manager was being asked to match his Japanese 
rival by finding a way to increase certain quality measures not by 1 or 
5 or 10 percent, but by 100 percent. He was also asked to help the 
corporate manufacturing staff evaluate a number of options for mov¬ 
ing some production out of the country, to find a way to incorporate 
a completely new technology into the heart of the manufacturing 
process, to reduce the time required to introduce new products by 50 
percent, and to shrink inventories by at least a third. All of this, in 
turn, required much more from his staff—in terms of time, energy, 
creativity, and the willingness to make sacrifices and take risks. That 
created a huge challenge: to somehow get his people energized and 
committed to helping with the big cost and quality and technology 
issues. And all of this created change, far more than in 1970, which in 
turn was bumping up against a corporate bureaucracy designed for a 
more stable environment. It also led to the sorts of uncertainties that 
threatened vested interests. 

The 1985 plant manager coped with these demands by allocating 
his time in the following way: 

• 30-50%—engaging in the same types of planning, organizing, and 
controlling activities as did his predecessor fifteen years earlier, 
but using a less authoritarian style and delegating more (i.e., 
managing) 

• 50-60%—a) trying to establish a clear sense of direction for the 
changes needed in quality, costs, inventories, technologies, and 
new product introductions, b) hying to communicate that direc¬ 
tion to all his people and to get them to believe that the changes 
are necessary, and, c) finally, trying to energize and motivate his 
people to overcome all the bureaucratic, political, and resource 
barriers to change (i.e., leading) 

• 0-10%—participating in other activities 

By almost all standards, the plant manager's job in 1985 was more 
difficult than it was in 1970, primarily because the firm’s business 
environment was more difficult. In 1985, this person not only had to 
manage the plant by planning, budgeting, organizing, staffing, and 
controlling, he also had to provide substantial leadership on dozens of 
critical business issues. And he was not alone in this respect. 
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In 1970, in a business environment that was both favorable and 
changing relatively slowly, sufficient leadership could be supplied by 
the CEO and several other people. % 1985, in a much tougher and 
rapidly changing environment, hundreds of individuals, both above 
and below the plant manager level, were also needed to provide lead¬ 
ership for developing and implementing new marketing programs, 
new approaches to financing the business, new MIS systems, new 
labor relations practices, and much more. Doing all this well required 
dolls and strategies that most people did not need in the relatively 
benign 1950s, 1960s, and early 1970s. It required more than technical 
and managerial ability. Some of these people had these new skills, but 
many did not. 

This story is interesting because the type of environmental changes 
involved are not at all unusual. These same kinds of changes can be 
found in a wide variety of industries and in a large number of coun¬ 
tries in addition to the United States (see Exhibit 1.6). 

A simple military analogy sums ah this up well. A peacetime army 
can usually survive with good administration and management up 
and down the hierarchy, coupled with good leadership concentrated 
at the very top. A wartime army, however, needs competent leader- 


Exhibit 1.6 Results of a Pod of Mid-level Executives from 42 Countries 
and 31 Industries* 


L ftr the industry you know best, howdHsiwnt is fee business enwonment 
tod^f (19883 veisus that of 25 years ago (1963)? 

12 3 4 

Not 

Different 


WiUwll l UpoW 

4 A 

H. B the business etivirenmant in the indusBy you know best is s|gni£tcar£ly 
(Efferent today than & was 25 yeare ago, how is ft cfifferent? 

Nearty 90 percent report 

* More competitive 

* More technological change 

* Faster changing 


5 

Extremely 

Different 


•Survey of 135 people conducted in September 196a 
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ship at all levels. No one yet has figured out how to manage people 
effectively into battle. From 1946 into the 1970s, the world economy 
was, for the most part, at peace. It is no longer. But precious few 
corporations now have the leadership necessary to win the battles 
they face in this economic war. 

There are a number of reasons why firms, even some very good ones, 
have had difficulty adapting to the new business environment. The 
most obvious relates to the inherent difficulty of the task. All available 
evidence suggests that finding people with leadership potential and 
then nurturing that potential is much tougher than finding people 
with managerial potential and then developing those skills. 19 

Experts have been of limited help, even though a few predicted the 
environmental changes before the fact, usually in the mid to late- 
1960s. 20 The biggest recommendation to evolve from this work has 
been a vague notion that we need to manage differently in the future. 
Individuals have stressed long-term planning, matrix structures, mo¬ 
tivational systems and much more. As we shall see later in this book, 
none of the ideas have worked well, and for reasons that are predict¬ 
able in light of the real difference between management and leader¬ 
ship. 

Starting in the early 1980s some people reacted to all this by empha¬ 
sizing leadership. What is needed to cope with major change, they 
argued correctly, is not management, but something else. Their de¬ 
scriptions of this "something else” were often vague. But worse yet, 
most suggested that this other thing—leadership—was needed in¬ 
stead of management. That is, they offered a prescription that was 
not only wrong, but dangerous. 

Strong leadership with weak management is no better, and some¬ 
times actually worse, than the reverse. In such a situation 1) an em¬ 
phasis on long-term vision but little short-term planning and 
budgeting, plus 2) a strong group culture without much specializa¬ 
tion, structure, and rules, plus 3) inspired people who are not inclined 
to use control systems and problem-solving disciplines, all conspire to 
create a situation that can eventually get out of control, even wildly 
out of control. Under such circumstances, as many small entrepre¬ 
neurial firms have learned the hard way, critical deadlines, budgets, 
and promises can go unmet, threatening the very existence of the 
organization. 

The most extreme, and dangerous, examples of this phenomenon 
are of the Jim Jones variety. In such cases, a charismatic person 
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emerges when a group of people are experiencing considerable pain. 
This person is not a good manager and, in fact, does not Mke good 
managers because they are too rational and controlling. The charis¬ 
matic has a flawed vision, one that does not try to create real value for 
both the group and Its key outside constituencies . But the lack of a 
rational management process—that is as powerful as the leadership— 
means the bad vision is not publicly discussed and discredited. The 
strong charisma creates commitment and great motivation to move in 
the direction of the vision. Eventually, this movement leads to trag¬ 
edy; followers trample other people and then walk off a cliff. 

Seeking out, canonizing, and turning over the reigns of power to 
this type of charismatic non-manager is never the solution to a leader¬ 
ship crisis. But to move beyond this seductively dangerous prescrip¬ 
tion will require a much clearer sense of what leadership really 
means in complex organizations, what it looks like, and where it 
comes from. Given the inherent complexity of the subject matter and 
the barriers prohibiting rigorous empirical work on such a broad 
topic, satisfying such a purpose is an extraordinarily difficult task. 
Nevertheless, that task sets the agenda for this book, and the compar¬ 
ative analysis of leadership vis-awis the more clearly understood pro¬ 
cess erf management will be the primary vehicle for achieving that 
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T he story of NCR at Dundee, Scotland, is a classic example of how 
effective leadership coupled with competent management can 
produce extraordinary business successes. 1 

Dundee, a city of 160,000 people located on the River Tay about 45 
miles north of Edinburgh, has roots that go back to the Roman Em¬ 
pire. For more than a century, the town was the most important 
whaling port in Britain. Later it became known for its production of 
jute, for fine jams from locally grown fruit, and as the headquarters 
of the Thompson family publishing empire. 

In 1946, the National Cash Register Co. built a manufacturing plant 
about five miles from the town center. The 270,000-square-foot facil¬ 
ity was opened by thirty employees recruited from its office in Lon¬ 
don. Like most of NCR’s factories since the firm was founded in 1884 
by John Patterson in Dayton, Ohio, the Dundee facility produced cash 
registers, adding machines, and mechanical accounting equipment in 
a relatively labor-intensive process. Products were designed in the 
United States and built at Dundee for the expanding European, espe¬ 
cially UK., market. 

As NCR prospered in the strong economic climate after World War 
BE, so did Dundee. Between 1950 and 1970, corporate revenues in¬ 
creased nearly one hundredfold, to $1,420,576,000. The second 
source manufacturing operations at Dundee grew to include nine 
plants by 1969. During this period the firm introduced its first com¬ 
puter, the National 304 Electronic Data Processing System. 

In the 1970s, a new technological, economic, and competitive envi¬ 
ronment brought wrenching change both to NCR and Dundee. Tech- 
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nokgy radically altered the nature of products and production; me- 
chanicai and simple electromechanical machines disappeared, re¬ 
placed by rewnplgy electromechanical and transistorized products. 
Technological innovation also allowed strong new competitors to 
emer ge and challeng e NCR's position in its traditional markets. A 
slower growing worldwide economy made matters even worse. 
Under the leadership of William S. Anderson, who became president 
of NCR in 1972, and Charles E. Exley, Jr., who became president in 
1976, the firm responded by developing a new computer-based prod¬ 
uct line and by shutting down out-of-date and highly labor-intensive 
manufacturing facilities. Employment shrank from 100,000 to 60,000. 
It was a most painful period for NCR. 

Dundee suffered even more so. Employment went from a peak of 
6,500in 1969 to 1,000 a decade later. Morale went down with employ¬ 
ment levels and product quality suffered as a result. So did produc¬ 
tion; in 1979, the mostly unionized workforce walked off for nearly 
six weeks. 

In an effort to stabilize employment levels, boost morale, make 
Dundee a viable operation, and take advantage of a market opportu¬ 
nity, management at corporate headquarters decided in late 1977 to 
provide the plant an opportunity associated with the automatic teller 
machine (ATM) business. For the first time in its thirty-year history, 
Dundee was given some responsibility for designing a product—spe¬ 
cifically one aimed at that market opportunity—to replace a few thou¬ 
sand first generation ATMs owned by major U.K. banks with an 
hnprowed second-generation machine. 

The ATM business was relatively new. It had been pioneered by a 
small US. start-up company named Docutel with a simple cash-dis¬ 
pensing product first introduced In 1970. Five years later the Diebold 
Corporation, an existing supplier to financial institutions, took the 
market away from Docutel by aggressively selling a much more reli¬ 
able series of machines. By the late 1970s, Diebold was still the market 
leader in the United States. A UJC. securities firm called Chubb was 
number one in the United Kingdom. But worldwide, the biggest share 
had beat captured by IBM. 

Building off a first-generation NCR product designed in Dayton, the 
770, people at Dundee created a second-generation product, the 
1780, that was specifically aimed at replacing the Chubb machine 
owned by Barclays and other UJC. banks. The 1780, for example, was 
designed to be the same size as the Chubb product so it could fit into 
the same wall space. The new machines were introduced in 1979 and 
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Barclays ordered a few hundred of them. For a short time, the future 
looked brighter for Dundee. But then the first 1780s to be shipped 
started to break down in the field. Soon they were breaking con¬ 
stantly. 

The problems with the ATM were related to both the design of the 
product and the way it was manufactured. As soon as Barclays real¬ 
ized the magnitude of the problem, it refused to accept delivery of 
any more NCR machines until the ones it had were fixed. To make 
this position dear to NCR, Barclays placed an order with industry 
leader IBM for 200 ATMs. When other NCR customers heard of 
Barclays' actions, they too began to refuse to accept delivery of the 
1780s. And when news of this latest problem reached Dayton, Ohio, a 
growing number of people began to argue that Dundee be shut down, 
permanently. 

Into this deteriorating situation, in April of 1980, stepped Jim Ad¬ 
amson. 

9 

Adamson, a short, intense, upbeat, youthful-looking Scot, was born 
cm May 25,1941, and grew up in Queensferry, a small town just north 
erf Edinburgh and not far from Dundee. He served in the Royal Navy 
and then attended Heriot-Watt University in Edinburgh. From 1963 
to 1973, he worked for Honeywell in its computer business. From 
1973 to 1979 he held a number of jobs with ITT, including running a 
telephone-switching gear plant near Glasgow. 

NCR first contacted Adamson in the spring of 1979. An executive 
search firm had identified him as someone with an excellent track 
record who had worked in Scotland, knew Scottish trade unions, un¬ 
derstood electronics, and had worked in the computer industry. In a 
trans-Atlantic telephone call, NCR Executive Vice-President Bill 
Buster told Adamson they were looking for a general manager for 
their "problem plant” at Dundee. Adamson listened, but said he was 
not interested. Six months later, one of Buster's personnel managers 
called Adamson and asked him to a luncheon in London that included 
Buster himself. Adamson accepted the lunch, but nothing else. Still 
later came a call from NCR executive Darrell Clark with an invitation 
to join him in Dundee to look at the plant and then to come to Dayton 
to meet NCR Chairman William Anderson. Adamson accepted, and 
tins time got hooked. 

An optimistic man by nature, Adamson looked at the Dundee plant 
and saw a potential "gold mine.” Later in Ohio, he listened with great 
interest as Anderson talked about his concept of "commercializa - 
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tion”—of taking die highly functionalized NCR structure and focusing 
It more on satisfying market needs by giving plants both design and 
profit responsibility for the product they manufactured. Although 
Adamson had run an engineering group and a manufacturing group, 
he had never had a job that included both, or a job with profit respon¬ 
sibility After more communication with NCR executives, he decided 
hswanieddiejob. 

Adamson began work in Dundee on April 1,1980. He soon learned 
that his workforce was cynical, suspicious of management, and in¬ 
clined to create work to keep themselves employed. He found a man¬ 
agement group that sincerely did not think that the plant's problems 
were their fault, and who believed, for example, that their quality 
and costs were competitive. And he was confronted with a major 
crisis in the ATM area; the production line was halted because 
customers were refusing shipments, but incoming parts were piling 
up into bigger and bigger inventories. 

The ATM problem received first priority. Adamson immediately 
stopped delivery of all incoming materials for manufacture of the 
1780 and sent development engineers to customer sites to find out 
exactly how and why the product was breaking down. To manage 
what he quickly dubbed die “get well” pregram, he began calling 
meetings of his direct reports at 7:00 a.m —two hours before work 
had traditionally begun for managers at the plant. 

Adamson himself spent a great deal of time on the road during 
those first few months, talking to people at Barclays and examining 
the poorly performing machines. He came back from each of these 
trips with a long list of action items, which were then communicated 
at the next scheduled 7$0 a.m. meeting. 

At the same time, he phoned NCR ki Dayton almost daily with a 
summary of what was happening and submitted written reports each 
week. When in Dundee, he also spent a part of each day walking 
aretmd the facility, getting to know people, asking questions, and 
listening. When he learned about specific problems, he added them to 
the agratda of the 7:00 a m. meetings. 

Working long hours, Adamson and his management team quickly 
devised an action {dan far fixmg the machines that were at customer 
sites and began to that plan. This basically involved rede¬ 

signing the product in the field. They also put together a plan for how 
they would eventually restart production of the redesigned 1780s. 

Chi July 3, three months after Adamson arrived at Dundee, Barclays 
feh ft had seen sufficient progress in solving the ATM problem and 
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agreed to start accepting shipments of new 1780s. Production began 
again. Shortly thereafter, National Westminster and Midland, two 
other leading UJK. banks, also agreed to accept new ATM shipments. 

For three more months, Adamson worked nearly full time on the 
1780crisis: getting the machines in the field working well, producing 
a better product in the factory, and thus reestablishing some credibil¬ 
ity in the eyes of key customers. To make this happen, he began to ask 
more aggressively for help from others at Dundee, even those beyond 
his direct reports. His appeal was straightforward: "We have a real 
crisis here that will be very tough to solve, but it is solvable. I know 
this is so because I have helped turn around plants before. I need 
your help. Either commit to work with me or get the hell out.” 

He also encouraged more and more honest communication at all 
levels about what was happening, both good and bad. He began hold¬ 
ing monthly formal meetings with all sixty-two of his managers. He 
urged them to hold short meetings each week with their people, and 
most did. More informally, he met with small groups of people almost 
daily to explain what the problems were and what was being done to 
solve them. 

As more and more people focused their efforts on the plant's key 
problems, results began to appear more clearly and quickly. Al¬ 
though he would not declare the "get well” program over for yet 
another twelve months, by October 1980 it was obvious to almost 
everyone that they were making progress on getting the situation 
under control . 

From day one, Adamson talked “quality" to all his employees. He 
made it clear that he believed, from his experiences at ITT, that qual¬ 
ity products and a high-quality plant were essential to business suc¬ 
cess. After the initial crisis was over, he began to spend more time on 
this simple theme. He had the plant painted and generally cleaned up. 
He had his management team look at all the products and production 
processes in the factory, not just at ATMs. He launched a quality 
campaign that eventually included posters around the plant, T-shirts, 
and even a Scottie dog-—the “quality mascot.” 

He also began to expand contact with customers beyond discus¬ 
sions of the 1780 crisis, and even to expand contact beyond their 
current customers. In a typical visit, Adamson and one or more of his 
managers would meet with customers or potential customers and ask 
them to talk about what they would like to see in ATM products. In 
the second half of 1980, Adamson made nearly a dozen of these trips. 
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Based oa same of the things he had learned from his discussions 
with both customers and his own employees, in late 1980, Adamson 
be gan to articulate a dream. Repeatedly he made a short speech to 
p.imtee people, always with the same enthusiasm as if he were saying 
it the first time. The essence of the speech was this: “There is clearly 
a marketplace out there for this equipment. When we look at compet¬ 
itive machines , they are not nearly as good as the ideas we are devel¬ 
oping. if we can get through this difficult period we are now in, we 
think we can beat the competition. This should allow us to virtually 
guarantee employment security. And doing all this can be fun, re- 
warding, and exciting. The hard part is now—to get well enough so 
we can buy time to turn our ideas into real products." 

Not everyone bought this dream. But enough did. In 1980, the plant 
renegotiated its union contracts without a strike. 

With this dream as a guiding force, Adamson took his development 
engineers, who for the most part were no longer in the field fixing 
1780s, and divided them into two groups in January 1981. He asked 
the first to focus ran developing the next generation of ATMs. He gave 
the second the charter of developing an intermediate product—one 
that would go beyond the 1780 yet be ready for sale well before the 
next-generation machines. In both cases, Adamson stressed that a key 
to new product success was "knowing the marketplace,” and that 
both groups should spend time visiting customers and potential 
customers. With Adamson himself setting the pace on this issue, the 
er^ineers followed. 

Then in February 1981, human tragec^ was followed by economic 
dbaster. The tragedy was the unexpected death of one of Adamson's 
direct reports, the director of purchasing. Instead of replacing him 
with an NCR employee, Adamson went outside the company and 
hired George Munroe, a “visionary" that he knew and respected from 
his ITT days. He also decided to replace his director of personnel with 
an outsider, Alan Murdoch. But despite the historically poor reputa¬ 
tion of Dundee management in Dayton, Adamson chose to keep the 
rest of the key people he inherited. They had responded well to his 
leadership, and were now managing, quite competently, both the get- 
well program and the plant in general. Some had even risen to the 
ehaBstge of helping Adamson with either the direction setting, the 
coro na mira tion, or the motivational aspects of leadership. 

The economic disaster was associated with minicomputers, a sec¬ 
ond-source product whose production runs were based on forecasts 
saoi from Dayton. A worldwide downturn in the minicomputer mar- 
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ket, coupled with less-than-adequate inventory control systems at the 
plant, left Dundee with a million dollars of inventories that had to be 
written off. Adamson emerged from this episode convinced that the 
plant needed some focus and control if it were to prosper long term, 
and he vowed to himself to get out of all second-source production 
and to concentrate on ATMs. 

On March 8,1981, Adamson sat in his office and wrote in longhand 
a Mst of eighteen questions about the ATM business, the answers to 
which he wanted clarified for himself and his management team. The 
list included: What are the key factors for success in this business? 
What would our customers’ key factors be? Who are the major com¬ 
petitors? What are their strategies? Why are they more successful? 
What has been our strategy? Throughout the next few months he 
and his managers and the development engineers talked at length 
about these issues. By the end of 1981, those discussions, continu¬ 
ously enriched by additional customer visits, led to a clearer sense of 
where the future lay. 

The vision was simple and relatively vague at first. It was of an 
operation that focused on the ATM business and that would become 
a world leader in that industry. World leadership, in turn, would be 
achieved by offering a wide range of superior quality products that fit 
customers’ key needs, and by offering those products ahead of the 
competition. 

Hard core cynics laughed at the possibility of Dundee becoming a 
world leader at anything. But most people were at least neutral, be¬ 
cause they could see with their own eyes how much had changed in 
eighteen months. 

By December 1981, it was obvious to most that Dundee was beyond 
the get-well stage. Sales of 1780s, especially to big customers that had 
been visited by Adamson and others, were nearly double 1980 levels. 
The plant was making money, compared to a $2.5 million loss in 1980. 
It was more focused; production of a number of unprofitable second- 
source products had been stopped. It had a growing'sense of direc¬ 
tion for future products—words like quality and reliability could be 
heard more often around the plant. And morale and motivation, al¬ 
though not high yet, were significantly above the levels found in early 
1380. 

Three key market needs were identified by the customer-visit pro- 
gram, and in the spring of 1982 the product development groups 
began to focus on these needs. The first was for highly reliable ma- 
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chines, products that ware down as little as possible. The second was 
for products that were easy to connect to the emerging electronic 
banking network. The third was for products that cost a minimum, 
not necessarily in purchase price, but in the total costs of ownership. 
To introduce such products ahead of the competition, the strategy of 
fast-track development was created. This meant reducing the normal 
three-year development cycle as much as possible by, among other 
things, having a dear sense of direction at the onset for each design 
effort and eliminating unnecessary bureaucratic hurdles. 

With tins thinking as a guide, the design group working on the next 
intermediate product, the 5080, concluded that they needed a more 
reliable money cfispenser than the one they were purchasing from an 
outside vendor, and that the best way to get it quickly was to help 
Dayton design a new one. The design group working on the first of a 
new generation of products, the 5070, concluded that they should 
create a new and more reliable software system for that machine, 
despite the fact that software development was officially a Dayton 
responsibility. 

When design groups in Ohio learned of Dundee’s conclusions, they 
resisted giving up their historical prerogatives and responsibility. 
People in Dayton felt that they were in a better position to make key 
product development judgments. They felt, for example, that the de¬ 
cision to create new software for the 5070 was a mistake. They also 
felt that their design engineers were more experienced and capable 
of doing actual design work, ami thus that they should be solely re¬ 
sponsible for a new money dispenser, if one were really needed. 

Adamson dealt with these conflicts in different ways. Sometimes he 
backed away from an argument and quietly did what he wanted any¬ 
way. Sometimes he directfy confronted people using market data as a 
shield or spear: “What customer did you get your idea from? Mine 
comes from talking to these 50 customers.” Sometimes he appealed 
(Srectly to Charles Rxfey, die CEO, who Adamson felt was a leader. 
Mote ofien than not, he got what be wanted, although it was not easy. 

Getting what he wanted from his own product development group 
was not easy either, at least at first. In terms of the 5070, for example, 
Adamson concluded that ct&toraers would not be really impressed 
unless the rehabthty of his new product was twice as good as that of 
the closest competitor. When he first announced this at a brainstorm¬ 
ing session with his development people, they literally laughed at him, 
and offered dozens of reasons why such a target was totally unrealis- 
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tic. Adamson listened, but did not give in. Instead, in a scene that was 
to recur again and again during the next few years, he challenged 
them to come up with at least one reason why such a target was 
possible. Eventually, of course, someone did find a reason or two, and 
six months later, after many more meetings and a great deal of work, 
the head of product design, Nigel Vincent, concluded that an even 
higher reliability target was technically feasible. And thus "three 
times better than the competition" became the goal. 

Work on the 5080, the intermediate product that was a direct re¬ 
placement for the 1780, was completed in October 1982. The product 
successfully incorporated three improvements over the 1780: two 
better printers and a new cash dispenser. The final result stunned 
Dundee critics everywhere, both inside the corporation and out. Reli¬ 
ability was not only significantly better than that of the 1780, it was 
somewhat better than that of the two rival products—the 3614 and 
the 3624—of market leader IBM. 

Buoyed by the initial success of the 5080, Dundee employees 
worked more energetically on the 5070, the full-function *, interior * * 
ATM that was to be the first of a new generation of products. They 
wrote new software. They created or bought more reliable parts. 
And they designed the unit in modules that could be taken apart and 
put back together quickly without the expensive and cumbersome 
tool-kit typically needed to fix ATMs. 

Adamson established an ambitious deadline for completion of the 
product—November 1983—so it could be introduced that December 
at the trade show for ATMs sponsored by the American Banking As¬ 
sociation. His people delivered; the 5070 was ready twenty-seven 
days before the show. 

ATM 5—the fifth such event of its kind—was held in Chicago and 
attended by nearly 2,500 bankers. The three-day meeting featured 
products from every ATM vendor in the world. Early on the first day, 
the people from Dundee put on a demonstration that was repeated 
thirty-eight more times during the course of the show. An elegantly 
cfressed NCR employee stood on a platform with a 5070. By herself 
and without the aid of tools or an assistant, she proceeded to take the 
machine apart, placing the pieces on a nearby table, and then to put 


*A fuffl-ftractloti machine can do cash withdrawals, envelope deposits, account transfers, and 
account inqpjiFles. 

* *lnterior ATMs are units buih for use inside a bank. 
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the machine back together again, all in less than fifteen minutes. At 
the end of each demonstration she pressed the start button, and in all 
thirly-rane demonstrations, the machine worked perfectly. 

Most customers were clearly impressed. Dundee attendees were 
elated. And NCR management in Dayton, some of whom were not at 
aB convinced that such a demo was worth the inherent risk, gave a 
collective sigh of relief. 

Convinced they were on the right track, Adamson and his team ex¬ 
panded throughout 1984 most of the initiatives begun earlier. The 
quality program received increasing emphasis. A number of new 
product-development efforts were launched. The customer-visit pro¬ 
gram was broadened; Adamson himself visited customers in twenty- 
eight different countries around the globe that year. And a self- 
service product center or "branch of the future” was built right in the 
manufacturing area at Dundee to show off the ATM products to visit- 
ing customers. 

Hundreds of customers were invited to Dundee in 1984, and nearly 
190 actually came. A typical customer visit included an introductory 
meeting with Adamson, followed by an overview of the operation, 
usually presented by Ted Sims, the manager of systems program 
management, a discussion of quality by Neil Henderson, director of 
quality, a visit to the branch erf the future, a demonstration of current 
products, and a tour of the plant. Inevitably, the plant tour guide 
would pause ami examine a number of the quality audit charts which 
could be found posted quite visibly near every assembly or subassem- 
biy area, aid which almost always showed that rejects/errors/prob¬ 
lems were below targeted levels and continuing to fall. 

Groups erf potential customers touring the plant was but one of 
many signs of progress evident by mid-1984. In May, Dundee released 
the 5081, a full-function through-the-wall ATM. In June, orders for 
ATM products were strong enough that they shut down almost all 
non-ATM production. In July, Honeywell dropped out erf the ATM 
business, fallowed shortly thereafter by a European firm named 
Datasaab. 

Momentum continued throughout 1984 and mto 1985. In May, the 
word reached Dundee that Docutel and Burroughs were resigning 
the ATM business. In June, NCR released the 5084, a cash-dispensing 
version erf the 5080. And in July, Dundee’s labor unions agreed to a 
three-year contract, only the second time such a. multiyear agree¬ 
ment had teen reached in the entire history of U JC. labor relations. 
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Adamson worked hard to get that contract. He and Alan Murdoch, 
his director of employee relations, met with every unionized em¬ 
ployee, about 75 percent of the workforce, in groups of twenty or 
thirty. He spelled out what he thought were the advantages and dis¬ 
advantages of such an agreement. He told them how he sincerely 
believed that this was the right thing to do. Union leaders, neverthe¬ 
less, urged their members to reject the contract. When the vote was 
tallied, 80 percent said “yes.” 

The confidence that employees expressed in their management 
showed no signs of being misplaced. Sales of ATMs continued to grow 
throughout 1985. By December, orders were running at a rate ten 
limes higher than 1980 levels. By then profitability for the plant was 
excellent. And best of all, preliminary figures showed that NCR was 
selling more ATMs than anyone in the world—more than Diebold and 
even more than IBM. 

Adamson’s success was noted in Dayton, and in January 1986, he 
moved to the United States to become vice-president for retail prod¬ 
ucts at corporate headquarters. George Munroe was asked to run the 
operations at Dundee. 

The year 1986 was a big one for new product introductions. In 
March, the 5571 and 5085 were released. The former is an interior 
inquiry and document printer machine, the latter a 5080 replacement 
with twice the reliability. In July came the 5572, an interactive video 
terminal developed as a sales/marketing tool, the first of a potential 
series erf products that would go beyond the ATM business. In No¬ 
vember NCR released the 5088, a version of the 5085 that could sit on 
an island at a drive-through bank. 

At the ATM show that December in Los Angeles, NCR was finally 
able to show a full line of ATM equipment, and to do so as the ac¬ 
knowledged market leader; worldwide shipments in 1986 gave NCR a 
35 percent share, Diebold 19 percent, and IBM 18 percent. 

Market share continued to grow in the first half of 1987. In June, 
Dundee released the 5070L, a lower-priced model of the 5070, and 
welcomed back Jim Adamson as general manager. The official reason 
given for Adamson's return related to his wife, who refused to live in 
the United States, away from friends and family. Rumors circulated 
that there were other reasons too; some said Adamson didn’t like the 
environment at corporate headquarters, others that Adamson’s for¬ 
mer boss, Darrell Clark, was concerned that the development pro¬ 
grams at Dundee were losing some momentum. 

Whatever the actual causes, upon returning to Dundee, Adamson 
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began to articulate more dearly and forcefully an even grander vi¬ 
sion than before of what Dundee could and should become: a world 
leader got just in ATMs for financial institutions but in self-service 
equipment for all industries, and one of the finest manufacturing 
facilities anywhere in the world, a “super plant." As before, some 
chuckled or shook their heads. But the evidence continued to pour in 
that, with good leadership, the Dundee people could achieve remark¬ 
able results. 

By the end of 1987, statistics showed NCR’s worldwide market share 
for ATM shipments was up to 42 percent, its on-hand inventories 
down to nineteen days (versus six months in 1980), income before 
taxes up 61 percent over 1986, out-of-box audit failure down 35 per¬ 
cent from the previous year, and productivity up 27 percent. Return 
on assets also rose 34.5 percent to a level unprecedented at NCR. 

In 1988, Dundee management negotiated the second three-year 
contract with its unions—the first back-to-back, multiple-year wage 
agreement m UJC. history. Productivity continued to climb. So did 
market share and earnings. 

As Jim Adamson sat in his office in April that year describing all this 
to a viator from Boston, he took great pride in the fact that his non- 
pedigreed team of Scots had been able to accomplish what far larger 
and richer organizations had not; they had taken on IBM in a fair 
competitive contest and beaten them. They had done so with fewer 
financial resources, a less educated workforce, a geographical loca¬ 
tion that was not particularly advantageous, and a poor starting posi¬ 
tion. Their only initial source of strength was NCR's generally good 
reputation with financial institutions, though credibility was deeply 
strained by Dundee’s first AIM product. Nevertheless, they over¬ 
came all these problems by creating a source of competitive advan¬ 
tage that was missing in the ATM business at IBM, Burroughs, 
Honeywell, Docutel, Datasaab, and Chubb. That advantage was 


The predse details of tow that leadership was created, of what 
form it took, and of what impact it had, are idiosyncratic to this single 
story. But what makes the Dundee situation interesting, for our pur¬ 
poses tore, is that ft contains so many of the themes that are usually 
found in cases of effective leadership in eocqjiex organizations, 
themes that will be explored in detail in the chapters that follow. 2 

These patterns relate, first and foremost, to the very process of 
leadership itself (the topic of Chapters 3 to 1$. Here at Dundee, as is 
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generally the case, a sensible vision of the future was developed along 
with strategies few achieving that vision—all in a process that is a lot 
less mystical than is often assumed. Here, as in most cases with lead¬ 
ership, that direction was communicated effectively to relevant par¬ 
ties so that they understood it and worked toward it—a 
c ommuni cations challenge that is considerably more complicated 
than a managerially trained audience tends to realize. Here, as is the 
norm with leadership, an unusual degree of motivation was created 
that enabled people to overcome the difficult barriers encountered 
along the way—a degree of motivation that is never generated using 
the simplistieally manipulative techniques so often described in "how 
to" management books. And here, as in virtually all such cases, the 
effective leadership was accompanied by a competent management 
process that operated in conjunction with it, a process that was fun¬ 
damentally different from leadership, yet essential to it. 

Indeed, without sound planning, structures with clear responsibili¬ 
ties, and good controls, the operation at Dundee may not have even 
survived beyond 1980; NCR’s CEO told Adamson he was ready to shut 
the facility down in six months if the plant could not be "gotten under 
control,” and much of what Adamson did at first was manage. But 
even after that, without a good management process to produce some 
minimally consistent results expected by Dayton, Barclays, the 
unions, and others, it is hard to imagine Dundee ever developing the 
momentum that was created after 1982, momentum that was cen¬ 
trally important in helping the leadership process grow and become 
powerful. 

Tim basic structure of that leadership—the roles people played and 
their interrelationships—is also not unusual, especially compared to 
other small and medium-sized settings. On the surface, this structure 
looks extremely simple; there appears to be only one leadership role, 
mthis case Adamson's. But an obvious clue shows that the situation is 
more complex; during Adamson’s absence from Dundee in 1986 and 
1987, the leadership process did not disappear. It may have decreased 
in intensity, but it continued without him. A more in-depth examina¬ 
tion (Chapters 6 and 7) demonstrates that here, and elsewhere, there 
are actually multiple leadership roles held together by mechanisms 
uniquely suited to the function being served—mechanisms that are 
different from those that coordinate management roles. 

At the same surface level, the origins of leadership—why Adamson 
was able to do what he did—are not at all obvious. This too is typical, 
and it usually influences us to make very simply attributions, the 
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most common of which relates to genes; we conclude that Adamson 
and people like him are just bora that way. Although it is not possible 
to say with great certainty what creates the Adamsons of this world, 
a more probing look (Chapters 8-10) shows it is clearly a complex 
product of heredity, early Me experiences, important career events, 
as well as the culture of their current organizations. The exact pat- 
teams here are especially important because of their implications for 
action—for increasing the amount of effective leadership in organiza¬ 
tions. 

Perhaps most clearly of all, the Dundee story shows the most com¬ 
mon function of effective leadership in modem complex organiza¬ 
tions: to produce change, often dramatic change, in some useful 
direction. The Dundee organization in 1988 was very different from 
its predecessor in 1980. Almost all of the people involved in the story, 
from shop-floor workers to Dayton executives to customers at Bar¬ 
clays, would agree that the overall change was unquestionably for 
the better. It gave a variety of different groups of people something of 
real value. Employees received job security, many more promotion 
opportunities, and huge increases in self-esteem from a job well done. 
Customers got a set of products that more closely met their real 
needs. Suppliers received additional business. Dayton got a gigantic 
increase in net income and far fewer headaches. Even shareholders 
of the parent corporation received a somewhat better stock price 
because of Dundee's profitability. 

But as dramatic as these results are, they are not unusual in cases of 
effective leadership. 3 Indeed, the promise of major change for the 
better is at the very heart of what leadership is all about. It always has 
been. The great political, military, and religious figures from history 
have undoubtedly understood this well. Today it is increasingly im¬ 
portant that managers do also. 
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Establishing Direction 


t x eadership produces change. That is its primary function. In cases 
J_i of effective leadership; the direction of that change is carefully 
selected in an activity that is at the core of what leadership is all 
about. To understand that activity, it is absolutely essential to recog¬ 
nize what it is not. Setting direction is never the same as planning or 
long-term planning, although people regularly confuse the two. Plan¬ 
ning is a management process, fundamentally deductive in nature, 
and primarily designed to help produce orderly results, not change. 
That is quite different from the direction-setting aspect of leadership. 


Knowing that the sales force has promised an important customer 
that a certain amount of one of their products will be delivered on, 
for example, May 1, the plant’s management puts together a “plan” to 
help ensure the promise is kept. The thought process of creating that 
plan starts with the desired target and then works backwards in time, 
deducing what will be necessary to meet that goal. Thus, deduction 
number one: To have that order delivered on May 1, transportation 
people need to arrange for shipping on or about April 24. Deduction 
number two: To ship on April 24, final assembly will need to complete 
the order during the first three weeks in April. Deduction number 
three: Because the current assembly plan doesn’t have that much 
spare capacity, people will have to be added to the third shift. Deduc¬ 
tion number four: To have the right parts ready for assembly during 
April, parts manufacturing will need to ... . Deduction number five: 
For this to happen, purchasing will have to ... . And so on and so 
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The output of this type of exercise is typically a statement of every¬ 
thing that needs to be done between the present and the target date. 
It m|ght also include a budget—budgeting being a planning process 
far achieving fiscal targets. If the final statement is long and compli¬ 
cated, and thus hard to remember and communicate, it will usually 
be put in writing. Otherwise, it will be committed to memory and 
passed along to others verbally. 

Plans are typically given or communicated to all the relevant people 
in the organizational structure so that individuals know what is ex¬ 
pected leg., the purchasing agent knows what he must do by January 
15). They are also used as part of the control process; by regularly 
comparing plans to actual events, managers can quickly spot and cor¬ 
rect problems. 

Good planning of this nature is incredibly important in organiza¬ 
tions today. Businesses are so complicated because of the number of 
people involved and the interdependence of activities that, without 
good planning, commitments to customers, employees, or stockhold¬ 
er would often go unmet, with all the inherent problems that tend to 
follow. Without it, organizations have a tendency to lurch from one 
crisfe to the next, exhausting people, resources, and money in the 
process. 

even the very brat planning possible is not the same as leader- 
ddp or, more precisely, the direction-setting aspect of leadership. 
Nor is it a replacement or substitute for leadership. 

The Arection-setting aspect of leadership does not produce plans; it 
creates vision 1 and strategies. In the sense that it is used here, vision 
is nut mystical or intangible, but means simply a description of some- 
Aipg ton organization, a corporate culture, a business, a technology, 
an activity) in the future, often the distant future, in terms of the 
essence of what it should become. Typically a vision is specific 
enough to provide real guidance to people, yet vague enough to en- 
ceura^; initiative ami to remain relevant under a variety of condi¬ 
tions. Visions can be good or bad. We usually think of them as good 
far appropriate) if they pass both desirability and feasibility tests. 3 
pesirabdgty is defined in terms of how well the future state described 
in a vision serves the interests of important constituencies— 
customers, stockholders, employees. Feasibility is demonstrated by a 
strategy, often a competitive strategy, that explains how it is realisti- 
caHy possible, although not guaranteed, to eventually achieve the de- 
arabte stole. Conversely, bad visions taw! to ignore the legitimate 
needs and nghts of important constituencies and/or to be strategi- 

nailv ftncna>nrl ^ 
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For example, the direction that evolved in 1982 at NCR Dundee 
might be summarized as such: The future lies in the ATM business, 
with Dundee becoming the industry leader. Seeking, and then achiev¬ 
ing, world leadership in ATMs is desirable because it should bring 
with it a level of profitability and growth that will meet or exceed the 
highest expectations of NCR management in Dayton and allow job 
security, wages, and promotional opportunities that meet or exceed 
the hopes of Dundee employees. Such a goal should be strategically 
feasible by offering a product line that meets customers' most impor¬ 
tant needs, and doing so ahead of the competition. That, in turn, 
should be achievable by means of a combination of Dundee’s com¬ 
pany-visit and fast-track development programs, neither of which is 
being pursued aggressively by any competitor. Such a strategy should 
create a defendable advantage, because once it begins to work, com¬ 
petitors will have great difficulty catching up, due to the nature of 
fast-track development. 

Direction of this kind is usually produced by a process that is 
largely inductive in its analytical approach. That is, it gathers a broad 
range of data on the context and looks for patterns, relationships, and 
linkages that help explain things. It is driven by the sorts of questions 
that Jim Adamson of NCR Dundee raised: Who are our competitors 
and why are some succeeding more than others? Why are some suc¬ 
ceeding more than us? Who are our customers and what helps them 
to succeed? How is all this changing? In this environment, what are 
our major strengths? What are our most important weaknesses? 
Rarely are these questions answered by a single individual. Many 
people become involved, out of necessity. Frequently, however, they 
are challenged to do so by one person, like Adamson, who sets the 
pace by raising issues and listening carefully to responses. 

This direction-setting process tends to continue over time, once 
started, although it will usually go through periods of both great ac¬ 
tivity and very little activity. As such, visions and strategies tend to be 
dynamic, not static, and evolve. The direction at Dundee, for exam¬ 
ple, was somewhat different in 1981,1983, and 1987. 

The output of this activity is usually much more compact than a 
plan; although less likely to be written down, visions and strategies 
can usually be stated on a few pages. They are much less likely to be 
numerical in nature than a plan. And unlike plans which seek to elim¬ 
inate risks, visions and strategies always have some degree of uncer¬ 
tainty built into them out of necessity; it simply is not possible to make 
major change without undertaking some risk. 

Neither plans nor visions and strategies are substitutes for one an- 
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other because they serve different purposes. The former helps peo¬ 
ple get things done consistently and predictably, whether that is 
doing what has been (tone before or trying to move in a new direc¬ 
tor, The latter helps produce change, in products, marketing, fi¬ 
nances, or even in the way a firm manages itself (see Exhibit 3.1). 

A lack of recognition of these distinctions has caused more than a 
few over-managed and under-led corporations to embrace "long-term 
planning” as a panacea for their lack of direction and consequent 
inability to adapt to an increasingly competitive and dynamic busi¬ 
ness environment. Such an approach cannot work, and for reasons 
that are relatively easy to see once one appreciates the difference 
between planning and director setting. 

First of all, long-term planning, because of the scope of the activity, 
is always time-consuming. Yet whenever something unexpected hap¬ 
pens, (dans have to be redone. In a dynamic business environment, 
the unexpected often becomes the norm, and long-term planning 
thus becomes an extraordinarily burdensome activity. This is why 
most successful corporations limit the time frame of their planning 
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activities, and why some even consider "long-term planning” an oxy¬ 
moron. 

But in a firm without direction, even short-term planning can be¬ 
come a management black hole, capable of absorbing an infinite 
amount of time and energy. With no vision and strategy to provide 
constraints around the planning process or to guide it, every eventu¬ 
ality deserves a plan. Under these circumstances, contingency plan¬ 
ning can literally go on forever, draining time and attention from far 
more essential activities, yet without ever providing the clear sense of 
direction that firms so desperately need nowadays. After a while, 
managers inevitably become cynical about all this, and the planning 
process can degenerate into a highly politicized game. 

Planning works best not as a substitute for direction setting but as 
an activity that is complementary to it. That is, a competent planning 
process serves as a useful reality check on direction-setting activities. 
It can answer questions like: Is it possible to take the first few steps 
needed to get there from here? Can we really afford to do this? Like¬ 
wise, a competent direction-setting process provides a focus in which 
plannin g can then realistically be carried out; it clarifies what plan¬ 
ning must be done and what planning is irrelevant (see Exhibit 3.2). 

Organizations that are both well led and well managed understand 
all this. But they are in the minority today. 


Exhibit 3.2 The Interrelationship of Direction Setting and Planning in 
a Cample* Organization 
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A good example of effective direction setting can be seen in the Travel 
Related Services (TRS) arm of American Express during the years 
from 1978 to 1987." This is a case that is contextually very different 
from NCR’s: service versus manufacturing, a U.S. base versus Euro¬ 
pean, large scale versus moderately small, a mature business versus a 
young one, and a successful situation versus a turnaround candidate. 
Yet as in the NCR case, the development and use of visions and strat- 
egies is directly related to an organization’s outstanding perfor¬ 
mance. 

TRS, the historical core of American Express, has roots that go back 
to the firm’s founding in 1850. Its first big product was a money order 
aimed at thwarting the robberies of Jesse James. By the 1970s, the 
money order had long been replaced in popularity by traveler's 
checks and the American Express card. These and related services 
were very successful, but TRS was facing problems often associated 
with increasing competition in a mature business. 

By 1978, hundreds of banks were either offering or planning to 
introduce their own credit cards through Visa and MasterCard. More 
than two dozen financial service firms were also entering the 
traveler’s check business. A Fortune article written that year pre¬ 
dicted that TRS “will find it progressively harder to keep the glow on 
profits." 5 This was a logical conclusion, because more intense compe¬ 
tition, in a mature market place, should reduce margins and prohibit 
growth. 

At the center of this story is Lou Gerstoer. A cherubic-looking Dart¬ 
mouth graduate with a Harvard MBA, Gerstner worked at McKinsey 
for thirteen years before accepting the invitation of AmEx’s new 
chairman, Jim Robinson, to join TRS in 1978as an executive vice-pres¬ 
ident. He then became president of TRS in 1979. 

Gerstner began his job at American Express with ideas that were 
developed while he was at McKinsey. As a consultant to TRS for 
nearly five years, he had spent literally thousands of hours focusing 
on the money-losing travel division and the increasingly competitive 
card business. The process was pure McKinsey, at which Gerstner 
had become most highly skilled. It began by asking fundamental ques¬ 
tions about the economics, the market, and the competition. It in¬ 
volved the use of a team of seven or eight people to gather a broad 
range of data to address those questions. It stressed thinking hard 
until a deep understanding erf that business was thoroughly devel¬ 
oped. 

At TRS, Gerstner shocked the people running the card organization 
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by bringing them together within a week of his appointment as their 
new boss and then proceeding to question all of the principles by 
which they conducted their business. He did so by asking the most 
basic of questions: How do customers view our products and ser¬ 
vices? What is our position against our competition? What are our 
key economic levers? In particular, he challenged repeatedly two 
widely shared beliefs—that their product was mature, and thus lim¬ 
ited in potential for both growth and innovation, and that they should 
have only one product, the green card. Over the following year, he 
set up dozens erf additional strategy meetings to talk about these is¬ 
sues. He also converted to this use an equal number of sessions offic- 
iafly scheduled for other purposes. 

At all these meetings, he showed little tolerance for formal "dog- 
and-pony” presentations. Instead he demanded real discussions, with 
a focus on facts and on "hard nosed, analytical, strategical, competi¬ 
tive thinking.” to his second year at American Express, he took the 
same approach toward the traveler's check business. Still later, all the 
businesses became involved. 

Through this kind of a process, a vision began to develop of a TRS 
that looked nothing like a 130-year-old company in a mature industry. 
The vision was of a dynamic and growing enterprise that was eco¬ 
nomically prosperous despite the onslaught of Visa and MasterCard 
competition from thousands of banks. The strategy for achieving this 
vision was multi-layered, and varied somewhat from product line to 
product line, to general, it first called for an almost obsessive focus on 
the marketplace globally, and specifically on the kind of relatively 
affluent customer American Express had been traditionally serving 
with topof-the-Une products. It called for further segmentation of 
this market, and then the aggressive development and marketing of a 
broad range of products/services tailored to appeal to each segment. 
When combined with an emphasis on investing intelligently to contin¬ 
uously increase productivity (and thus lower costs), TRS people felt 
that this approach could provide the best customer service possible 
(better than Visa and MasterCard could ever provide) to a market that 
bad enough discretionary income to buy many more services from 
TRS than they were then buying (and thus the great growth poten¬ 
tial). 

To achieve afl this, the next strategic layer called for the develop- 
ment of a more entrepreneurial culture, the hiring and training of an 
outstanding group of dedicated people who would thrive in that cul¬ 
ture, and the clear communication to them of the overall direction. 
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These kinds of people, in the entrepreneurial culture, with a clear 
sense of what they were trying to achieve, would then make the first 
layer of the strategy a reality. Furthermore, said TRS executives, 
none of our competitors are in a good position to copy this because 
they, particularly banks, will find it much harder to be enterpreneur- 
ial and to attract the very best employees. 

As soon as fins sense of direction began to take shape, it was com¬ 
municated to relevant parties throughout TRS. Gerstner led the way 
in trying to make it happen. Eventually, more and more people 
bought into this ideal and became excited about pursuing it. 

As a remit, a more entrepreneurial culture was developed. At first 
Gerstner, then other top managers, tried to encourage intelligent risk 
taking, and when it happened, did everything possible to reward it. 
Gerstner made himself the head role model, amazing people at first 
with what seemed to them radical decisions. To revitalize the money¬ 
losing and low-status travel division, for example, he took the corpo¬ 
rate card out of the card division and gave it to travel along with some 
of the card’s best executives. 

To make entrepreneurship easier, IRS management began to dis¬ 
course unnecessary bureaucracy—procedures and paperwork, for 
example, that served little purpose. Gerstner made a personal cru¬ 
sade of cutting down the number of useless memos. 

Hiring standards were upgraded. Gerstner talked constantly about 
“quaMty’’ people. He sent his recruiters to the best schools and asked 
them to recruit the best students. To attract good people and help 
them to grow, he created the TRS Graduate Management Program. 
This initiative offered high potential young people special training, an 
enriched set of experiences, ami an unusual degree of exposure to 


Again and again, the new direction was communicated until both 
bright youi^? people and senior TRS employees really <fid focus on file 
TRS marketplace through the eyes of that vision. And when quality 
people m an entrepreneurial culture did so within a context that in¬ 


ner!, new producis/servioes/initiatives began to emerge that were 
received weB in that marketplace. 

hi 1978, TRS began to expand its overseas presence dramatically. 


By 1988, AmEx cards were issued in twenty-nine cmrencies versus 
eleven a decade earlier. In 1979,1 


on two other market sefpnents that had historically received kttle 
attention; women and college students. In 1981, TRS combined its 
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card and travel-service capabilities to offer corporate clients a unified 
system to monitor and control travel expenses. Direct marketing, sell- 
tog merchandise through the mail, had been a part of American Ex¬ 
press since 1967. But during the early 1980s the number of goods 
offered to customers was greatly increased, and by 1988, AmEx had 
grown to become the fifth largest direct mail merchant in the United 
States. 

The concept of cause-related marketing was first tried in 1981, 
most visibly attached to the 1983 Statue of Liberty Restoration, where 
money is donated to a cause by American Express for every new card 
member and every card, traveler's check, and travel transaction. 
During the Statue of Liberty campaign, card use rose by 28 percent 
and new membership by 45 percent. The Platinum card was also 
introduced to 1984, and Fortune magazine named it one of the best 
new products of the year. In 1987, the regular card was enhanced 
with “Buyers Assurance," which offers insurance for 90 days on all 
purchases made with the AmEx card. Shortly after its introduction, 
merchandise bought with the card increased 28 percent. Also in 
1987, a so-called revolving credit card was introduced. Named Op- 
tana, it was honored by Fortune as one of the best new products of 
1987. to 1988, the firm switched to image-processing technology for 
billing, producing a more convenient monthly statement for 
customers and reducing billing costs by 25 percent. 

Within a context that was also well managed, all of these leadership 
successes translated into a steady growth of revenues and profits that 
defied the laws of a mature marketplace. Between 1978 and 1987, 
TRS's net income increased a phenomenal 500 percent, about 18 per¬ 
cent per year compounded. It literally out-performed many so-called 
high-tech/high-growth companies. With a 1988 return on equity of 28 
percent, it also out-performed most low-growth but high-profit busi¬ 
nesses. And it did all this despite the predicted onslaught of competi¬ 
tion. 

Overall, not a bad performance for a 130-year-old company. 

Discussions of vision and its development have a tendency to degen¬ 
erate into the metaphysical. The implication is that this is really very 
mysterious and certainly not something in which mortal human be¬ 
ings, even very talented ones, should engage. Stories like the one at 
TRS show that this all-too-frequent conclusion is simply not true. The 
development of good business direction is not an act of magic. It is 
mostly a tough, sometimes exhausting, information-gathering and an- 
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aiytical process. People who help develop such visions and strategies 
are not magicians. They tend to be broad-based strategic thinkers 
who are willing to take risks. An effective business vision itself is not 
cloud-like. It can be defined quite clearly in its form and function (as 
in Exhibit 3.1). 

Furthermore, although visions and strategies are sometimes bril¬ 
liantly innovative, in a scan of magical sense, most of the time they are 
not. Business visions regularly have an almost mundane quality to 
them. They are usually made up of ideas that are well known. Often 
the exact combination or patterning of the ideas is new. But some¬ 
times even the overall directional pattern—desired future states, logic 
as to why they are desirable, strategies for getting there, logic as to 
why strategies are feasible—is not new. But it works, nevertheless, 
either because the competition has no sense of direction, is pursuing 
a bad vision, or has similar strategies which they cannot get their 
people to embrace. 

The case of Scandinavian Airline Systems (SAS) is instructive in this 
regard. 6 Like most firms in its highly regulated industry, SAS did well 
in the economic boom that followed European recovery from World 
War II. For sixteen straight years, starting in 1962, it made money 
every year, fa 1978it saw record profitability. But in 1979, the year in 
which airlines were deregulated in the United States, and six years 
after the first oil shock, the industry was be ginning to change every¬ 
where, and SAS started to suffer losses. When Jan Carlzon took over 
as COO in 1980, the firm was headed toward a $20 million deficit, a 
very large figure for a firm its size. 

Cartzon, a handsome and charming Scandinavian, has spent his en¬ 
tire career in the travel industry. He started at Vingresor, a subsid¬ 
iary of SAS that assembled and sold vacation package tours. In 1978, 
he went on to become President of Linjeflyg, Sweden’s domestic air¬ 
line and an affiliate of SAS. Then he became COO of SAS in 1980, and 
CEO a year later. 

As head of SAS, Carlson quickly deckled that the firm needed a 
"new course." To make this happen, he appointed a seasoned team of 
executives to handle every day management of the firm. Then he and 
a group that he assembled concentrated on developing a new direc¬ 
tion and communicating it to SAS's work force, its board of directors, 
its unions, and relevant aviation authorities. 

The vision which emerged was basically this: SAS will strive to be¬ 
come known as the best airline m the world of the frequentbusiness 
traveler. This is a desirable objective becaij@e, if attained, it will offer 
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high enough margins (business passengers tend not to shop for dis¬ 
counted fares), steady enough business (the corporate market flies 
during good times and bad, and keeping expensive planes full is im¬ 
portant), and enough growth potential (there are a lot of business 
travelers in the world and SAS has only a small market share) to 
satisfy all relevant constituencies. To achieve this objective, SAS will 
pursue a strategy that focuses capital expenditures and management 
time on satisfying those few things that business travelers really care 
about, such as punctuality and frequent flights between business cen¬ 
ters, while not spending money or time elsewhere. 

The point of this vision was not to reject either a cost-conscious or 
rich vacation traveler. To the contrary, SAS would be happy to serve 
both. But it would not spend time or money trying to satisfy the idio¬ 
syncratic needs of those secondary markets. Dozens of other airlines 
amid do so. If, for example, Airbus, McDonnell Douglas, or Boeing 
offered a new airplane that was a technological wonder, was loved by 
vacationing travelers, but was not necessary to serve this business 
market, then they simply would not buy the plane. Period. 

The central idea in this vision, regarding the advantage of the busi¬ 
ness frequent flyer, was anything but original. The entire industry 
knew that business travelers were willing to pay higher fares and 
flew more consistently. They also all knew that different market seg¬ 
ments had different concerns, and thus one could spend money to 
satisfy segment A and get nothing at all for segment B except, per¬ 
haps, higher prices to pay for the increased costs. But in an industry 
that was known more for bureaucracy than vision, no one had ever 
put these simple ideas together and dedicated themselves to moving 
in the direction so implied. SAS did, and it worked. 

By 1982, the airline was profitable once again and growing, despite 
m overall loss that year of $2 billion for international airlines world¬ 
wide. By 3983, net income, customer satisfaction, and employee mo¬ 
rale had risen to the point that Air Transport World named SAS 
Airline of the Year. At least one other magazine named it the best 
airline in the world for business travelers. Profits continued to grow 
ataphenomenal rate, and in 1988, reached $600 million, over twenty- 
five times higher than the best pre-Carlzon year (1978). The mundane 
vision had become a reality, and with it came both fame and fortune. 

Adamson and his team wanted to be number one in ATMs in the 
world. Gerstner, et al., wanted to offer better customer service to 
their TBS market than anyone else in the world. Carlzon wanted SAS 
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to become known as the best airline in the world for the frequent 
business traveler. Lee Iacocca, when he took over an ailing Chrysler 
Corporation, talked of "just wanting to foe the best." 

■•The notion of wanting to be the best at something is a far more 
common theme in successful business visions than most people real¬ 
ize. One finds it in small and large situations, in high-tech and low, in 
the United States and abroad. In successful cases, the “best” theme is 
never alone. In the sense of simple bravado. It is always connected to 
a sensible strategy or set of strategies. But again and again, it is there. 

Sir John Harvey-Jones is widely credited for having provided excel¬ 
lent leadership that helped transform Britain's ICI from a lumbering 
giant into a profitable competitor in the chemicals industry. 7 He be- 
lieves, and many would agree with him , that there are several rea¬ 
sons why we find this "best” theme as often as we do. Says 
Harvey-Jones: "Tie aim of the business leader must be to be the best, 
for only the best command their own destiny and achieve the sort of 
rewards that are sought for themselves and their people. In a cycle of 
reinforcement, tire best people wish to join the best companies. The 
best companies fare able more readily to make alliances or purchase 
technology or be welcomed into countries other than their own, or 
obtain financial consideration from banks or shareholders, or escape 
some of the more scathing criticisms which can be so damaging to a 
company if produced in the public arena.” 8 In other words, being the 
best at something can offer a variety of signi fic ant rewards which 
make such a state erf affairs vary desirable, ami which, in total, can be 
a powerful source of competitive advantage. This insight may appear 
obvious. Yet the world today is fiill of o rganizations that seem to be 
tfwte content at being second or fifth or tenth best at some activity. 

The directions pursued by NCR, TBS, and SAS have one additional 
element m common that is also worth noting, to all three cases, their 


j a less bureaucratic and more eitfrepreneurial en¬ 
vironment. The exact words they use vary, but the ideas are way 
simil a r . The impheit logic time has emadgrdie face validity; in an 
increasmgfy competitive global marketplace, it is hard to imag ine 


at anything. Again, this 
of highly bureaucratic 
direction (see summary 
doing reoaarfcabty little to 
happens when firms are 


obvious. But the world today is full 
, some of winch have no dear 
in Exhibit 3.3), and are 
that state of affairs. That’s what 
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Exhibit 3.3 Establishing Direction 


Direction 


Creating 

(Erection 


Potential 

impact 


A description of something In the future (a vision), often the distant future, and a 
strategy for getting there. A good vision satisfies two tests: desirability and 
feasibility. Desirability means the needs of the constituencies that support the 
business or organization (e.g., customers, shareholders, employees) are met 
Feasibility means there is a sensible strategy for getting there, one that takes into 
account the competition, the organization’s strengths and weaknesses, 
technofogical trends, etc, A firm's direction can be very novel but often is not. 

Gathering a broad range of information about an activity or business, especially 
from customers. Challenging conventional wisdom and analytically looking for 
patterns that answer very basic questions about that activity or business (eg., 
what is required to succeed in the business? How do customers view our 
productsfeervices?). Generating and then testing alternative directions against this 
understanding. Possibly even experimenting with some options. Finally choosing a 
good one (ie., one that Is both desirable and feasible). Doing all this in a dynamic 
way that never really ends (although the process can go through periods of great 
activity and periods of relative inactivity). 

Clear direction helps produce useful change, especially significant or non- 
incremented change, by pointing out where a group should move, by showing how 
it can get there, and by providing a message that is potentially motivating/uplifting. 
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A central feature of modern organizations is interdependence, 
where no one has complete autonomy, and most employees are 
tied to many others by their work, technology, management systems, 
and hierarchy. These linkages present a special challenge when orga¬ 
nizations attempt to change, and thus to the process of leadership; 
unless a large number of individuals line up and move together in the 
same direction, people will tend to fall all over one another. 

To an audience that has been overeducated on management and 
undereducated in leadership, the idea of getting people moving in the 
same direction appears to be an organizational problem. It is not. 
Organizing is a managerial process with a different function and 
character. The relevant activity here is called aligning. 

Managers "organize” to create human systems that can implement 
plans as precisely and efficiently as possible. Typically, this requires a 
number of potentially complex decisions. A structure of jobs and re¬ 
porting relationships must be chosen from among an infinite number 
of possibilities. That structure must be staffed with individuals, 
which in turn requires matching people and jobs. If the people do not 
have all the skills and knowledge needed to do their jobs, not an un¬ 
usual situation, decisions must be made regarding what training or 
coaching to provide. Plans always need to be communicated to em¬ 
ployees, and then still more decisions must be made regarding exactly 
how much to delegate and to whom. Economic incentives usually 
need to be constructed to encourage plan accomplishment, and again, 
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there are always many alternatives. The same can be said about sys¬ 
tems for monitoring plan implementation. 

These organizational judgments are, in many ways, much like ar¬ 
chitectural decisions. The essence of the issue is a question of fit 
within a particular context. Does the structure fit the tasks inherent 
in the overall plan? Does this person fit that job? Does this compensa¬ 
tion package fit the goals of the plan and the type of people involved? 
In the last twenty years, we have come a long way in making a sci¬ 
ence, of sorts, to answer these questions. 1 But just as architecture is a 
blend of art and science, organizing still must rely on a lot of difficult 
judgments. 

Aligning is different in at least three fundamental ways, all of which 
combine to make it mare of a communications challenge than a de¬ 
sign problem. 

Although organizing can mean talking to many individuals, it al¬ 
most always involves fewer than are potentially relevant in a leader¬ 
ship effort. Sometimes far fewer people. In Jim Adamson’s case, the 
maximum number of jobs that he could have tried to organize in 1982 
was around 1,000, the total employment at NCR Dundee. But at that 
same tune, the number of people who needed to be aligned to his 
emerging direction, if one inducted his own employees, people in 
Ohio, key customers, and essential suppliers, was at least twice as 
many, perhaps more. 

Adamson's situation was not unusual. When attempting to commu¬ 
nicate with people in an alignment effort, the target population can 
involve not only those that report to a specific management job, but 
also bosses, peers, staff in other parts of the organization, suppliers, 
governmental officials, or even customers. 2 Indeed, anyone needed to 
help implement the vision and strategies or anyone in a position to 
block implementation can be relevant. 

The communication to the target population in an organizational 
effort can certainly be complicated. In a complex business, helping 
people to understand the latest plan and their rote in it is no small 
chore. But trying to get people to comprehend a vision of a very dif¬ 
ferent future is a communications challenge erf a totally different 
magnitude. 

Much of this has to do with the difference between routine and 
non-routine, between doing something that has been done before 
versus doing something new. The former usually requires less com¬ 
munication than the tetter, is typically more easily understood, and is 
more readily accepted as credible, it is much like the difference be- 
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tween a quarterback in football attempting to tell his team the next 
two or three plays versus his trying to explain to them a totally new 
approach to the game to be used in the second-half of the season. 
CSving out three plays can literally be done in a dozen words, with the 
chances of effective communication extremely high. The probability 
that the message will be seen as legitimate and credible is also very 
high Almo st the opposite is true in the second case: that of explaining 
a new competitive philosophy. Many more words are needed; one 
can imagine someone going on for hours. The words quite probably 
will not be understood by everyone. Even if they are understood, 
they may be rejected by those who question whether the team really 
needs a new philosophy or whether the quarterback is a credible 
football philosopher. 

Delivering a complex message to a large, diverse, and skeptical au¬ 
dience can be incredibly difficult, especially in big or geographically 
dispersed organizations. No less a luminary than Jack Welch, chair¬ 
man of GE, has candidly admitted that: "Without question, communi¬ 
cating the vision, and the atmosphere around the vision, has been, 
and is continuing to be, by far the toughest job we face.” 3 

The point is not that aligning is simply more difficult than organiz- 
ing, although it always is on the communications dimension. The crit¬ 
ical point is that they are different (see Exhibit 4.1), and if one does 
not recognize the differences, predictable problems arise. 

Consider, for a moment, what would most likely happen if someone 
approached aligning with an organizing mentality. Such a person 
would probably focus almost entirely on his own employees, perhaps 
only on those that report directly to him. He would probably under¬ 
communicate, not by a little, but by a lot. He would probably do few 
things to expand the credibility of the message or the messenger; the 
tone would be “I'm the boss and here are the marching orders.” And, 
as a consequence of all this, he would probably fail to get his needed 
alignment by a significant margin. One can only speculate how often 
this scenario has actually occurred. It certainly is not rare. 4 

One of the most viable characteristics of a successful alignment pro¬ 
cess is what appears to be a great deal of communication. In an abso- 
lute sense, the amount of information transmitted is probably not 
large compared to what is typically communicated as part of the con¬ 
trol aspect of management. But to an audience who has been taught 
to hand out marching orders with short commands, it certainly can 
seem to be an extraordinary amount of conversation. 
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Exhibit 4.1 Developing a Human System/Network for Achieving Seme 
Agenda: Management vs. Leadership 

Management: Leadership: 

Organizing & Staffing ABgnrng Peopfe 


Pommy 

function 


A brief 
dBscqption 
of toe 
activity 


A fairly typical example can be found in the mid-1980s turnaround 
of the manufacturing and engineering part of Kodaks copier busi¬ 
ness. 3 Before the turnaround, most people knew there were prob¬ 
lems; in 1984, it had to write off $40 million in inventory. But there 
was no alignment around a direction for solving those problems. 

Kodak entered the copy business in the early 1970s and introduced 
its first product in 1975. The firm concentrated on the high end of the 
business, with technically sophisticated machines that sold, on aver¬ 
age, fear about $60,000 per unit. Over the next decade this business 
grew to nearly $1 billion In revenues. But costs were high, profife 
were hard to find, and problems were nearly everywhere. 

Althis began to charge in kte 1984 when Kodak's chairman, Colby 
Chandler, reorganized the company by line of business, breaking 
down huge functional hierarchies in the process. Two long-service 
Kodak employees with engineering degrees from Clarkson were 
given key jobs in the new copy products group; Chuck Trowbridge 
was appointed general manager and Bob Crandall was asked to run 
design and manufacturing. 

in his first two months, T^owlMridge met with nearly every key 
person inside his group as well as people elsewhere at Kodak that 
could be important to the copier business. He then worked with Cran- 


Crea&ig an organization that can 
implement plans, and thus help 
produce predictable results on 
important dimensions (eg., costs, 
defivery schedules, product 
qua&y) 


A process of organizational 
design toMdving judgments about 
it what structure best fife the 
plan, what indturduaf best fits 
each job in the structure, what 
pert of the plan fits each person 
sd thus should be delegated to 
him or he£ what compensation 
system best fte tie pten and &ie 
people iwoted, elc. 


Getting people fined up behind a 
vision and set of strategies so as 
to help produce the change 
needed to cope with a changing 
environment (eg., new products, 
new approaches to tabor 
relations) 


A rragor communications 
chalenge: getting people to 
understand and believe vision 
and strategies by communicadng 
a great deaf to aB of the 
irxfcviduate whose cooperation or 
compliance may be needed to 
make that direction a reality, and 
doing so In as dear sand credible 
a way as possible 
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daB and his other direct reports to formulate and articulate some 
form of direction for the new division. Crandall, in turn, worked with 
his own managers to formulate a vision and set of strategies for the 
engineering and manufacturing organization. They then began to 
create and use mechanisms for communicating that direction and for 
convincing people they were seriously committed to making it a real¬ 
ity. 

The essence of the manufacturing and engineering vision was re¬ 
ally quite simple. If we are to stay in the copier business, they said, we 
must undertake a journey toward becoming a world-class manufac¬ 
turing operation, the type of operation that can produce a*t^@'of 
quality, costs, and delivery accuracy that is magnitudes better than 
our current performance. They later added, after that vision was 
discussed again and again: To move toward world-class, we must 
adopt a strategy of becoming less bureaucratic and more decentral¬ 
ized, so that we can give people both the responsibility and the ability 
to improve quality, lower costs, and increase on-time deliveries. 

Although simple, this message was difficult to convey because it 
was such a radical departure from previous communications, not 
only in the copy products organization, but throughout most of 
Kodak. So Crandall set up dozens of vehicles to help emphasize and 
re-emphasize the new direction. He started by meeting with all 100 of 
has supervisors once every three months to talk about what improve¬ 
ments had been achieved and what projects were being launched to 
create still better results. He set up quarterly "State of the Depart¬ 
ment” meetings where his managers met with everybody in their 
own departments, such as stock control, to talk about similar things. 
He held weekly meetings with his own twelve direct reports. He es¬ 
tablished something called "copy product forums/’ in which a differ¬ 
ent employee from each of his departments would meet together 
with him as a group once a month just to talk. 

Also, once a month, Crandall and all his direct reports would meet 
with 80 to 100 people from some area of his organization, have coffee 
and doughnuts, and talk about anything people wanted. More re¬ 
cently, he has created a format called "business meetings” where his 
managers meet with 12 to 20 people to talk about some specific topic, 
like inventory or master scheduling. The goal is to get all of his 1,500 
employees in at least one of these focused "business meetings” each 
year. 

Written communication was also enlisted in this cause. A four- to 
eight-page Copy Products Journal was sent to employees once a 
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month. People were encouraged to use the corporate-wide program 
called “Dialog Letters” which allowed employees to ask Crandall and 
other managers anything they wanted, anonymously, and be guaran¬ 
teed a reply. But the most viable, and powerful, form erf written com¬ 
munication were the charts. In a main hallway near the cafeteria, 
huge charts very clearly reported the quality, cost, and delivery re¬ 
sults for each product against continuously difficult targets. A hun¬ 
dred smaller versions of these charts were scattered throughout the 
manufacturing area, reporting quality and costs for specific work 
groups. 

Aside from his bosses, the single biggest unit outside of Crandall's 
or ganization that needed to to aligned to the new direction was the 
Kodak Apparatus Division, their biggest supplier by far, making 
about one-third of the parts they used. To get and keep the top man¬ 
agement of that group an hoard, Crandall and his managers met with 
them over lunch every Thursday. 

But perhaps meet importantly, Crandall and his managers, with 
Trowbridge’s support and help, talked constantly about where they 
were going, what progress they had been making, and what they 
were trying to do next. They talked with their people and with 
customers. They talked in meetings and in the hallways. They tried 
never to miss an opportunity to get their message across. 

Some improved results were achieved within six months, more still 
after a year. These successes made their message more credible and 
helped get more people on board. When combined with another 
whole set of actions by Crandall and others to encourage, recognize, 
and reward people who were energetically pursuing the new direc¬ 
tion, the performance improvements grew bigger and bigger. 

Between 1984ami 1988, quality on one of their main product lines 
increased nearly one hundred-fold; defects per unit, before they 
were corrected at oonskleFable expense, went from 30 to 0.3. Over a 
three-year period, costs on another product line went down nearly 24 
percent. Deliveries on schedule went from 82 percent in 1985 to 95 
percent in 1987. Inventory levels dropped by over 50 percent be¬ 
tween 1984 and 1988 even though the volume of products was in- 
creasing. Ami productivity, measured in units per manufacturing 
employee, more than doubled from 1985 to 1988. 

The sheer volume erf communication, the repetkion of a angle mes¬ 
sage, and the focus on every relevant imfividual and group—all of this 
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these results. Bat it was an important part of the process and one that 
is often overlooked. 

CrandaBIs huge charts, the ones in a busy hallway where everyone 
passes, are a good example of a communications vehicle almost al¬ 
ways found in successful leadership stories. The concept is to find 
and use very simple images or words that communicate powerfully 
without clogging already overused communication channels or re¬ 
quiring a lot of scarce managerial time. 

At NCR, Adamson also used charts on the production floor. His 
branch of the future, built right into the factory, communicated even 
more powerfully some messages that were central to the evolving 
Dundee vision and strategy. On the walls of the factory, Adamson 
hung posters that emphasized, usually in pictures, other directional 
themes. He also had a knack for selecting simple phrases that made 
some complex idea easy to remember: lowest total costs of owner¬ 
ship, fast-track development, the company-visit program. 

At American Express, Lou Gerstner insisted that ways be found to 
reduce complicated strategies down to a minimum number of core 
principles. And like Adamson, he looked for simple but memorable 
ways to talk about those principles. 

At SAS, Jan Carlzon was able to do the same thing with the phrase 
"best airline for the frequent business traveler.” Not only are these 
seven words easy to remember, they actually helped people retain 
more detailed explanations of the new SAS strategy. So did another 
simple phrase he communicated often: "We used to fly planes; now 
we fly people 

Still another way Carlzon and his team communicated that strategy 
was with a booklet entitled “Let’s Get In There and Fight" which they 
distributed to all 20,000 SAS employees. Unlike publications done 
with a purely managerial mind-set, this booklet did not contain page 
after page of printed words in small, single-space black type. It actu¬ 
ally had relatively few words per page, all in large, readable type. 
Much of the message was delivered in pictures, cartoon-like drawings 
actually, which showed an airplane smiling, frowning, and covering 
ks eyes with its wings. When Carlzon and his team first announced 
their intention to send out such a booklet, they ran into a torrent of 
Ckssent from managers who said it was too simplistic for their highly 
echicated employees. They sent it anyrway. And it worked. 

Mary Kay Ash, about whom more will be said in the next chapter, is 
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a master of symbolic communication. As the founder of one of the 
world’s most successful skin care companies, she has given her firm a 
strong sense of direction for years now. Parts of that vision and strat¬ 
egy are continually communicated in many different ways, but some 
of the most powerful involve simple symbols. 

Visitors to the Dallas headquarters of Mary Kay Cosmetics often 
find larger-than-life photographs of the firm's national sales direc¬ 
tors. Those pictures, placed where they are, say more about the 
firm's competitive strategy than some corporations are able to say in 
thirty-page, usually unread, reports. The firm calls its independent 
sales agents “beauty consultants,” two words that say a great deal 
about Mary Kay’s whole approach to selling. One award that the cor¬ 
poration gives to successful beauty consultants is a 14-carat gold 
brooch in the shape of a bumblebee. The bumblebee, all new recruits 
are reminded, has a body too big for its wings and thus should not be 
able to fly. But it does. And that, they are told, is what this company is 
aQ about. 

When John Harvey-Jones first became chairman of ICI, he decided 
to make the top management meeting place a visible symbol of the 
new style he felt was needed throughout the firm. Prior to Harvey- 
Jones, IQ's senior executives met regularly in their imposing, formal, 
magnificent board room. He immediately switched all meetings to the 
room that had been his office, a room in which he placed functional 
items like comfortable chairs and flip charts, and from which he re- 
moved all obvious symbols of formality and hierarchy. 

The top management at Hewlett-Packard used architecture and de¬ 
sign in an even stronger way when they built their corporate head¬ 
quarters in Palo Alto in 1981 to 1982. To emphasize H-P's strategy of 
using expertise and good information, not titles, to determine key 
decisions, they built no conventional offices at all. Literally everyone 
in that building, even the CEO, was given a relatively modest open 
office, the kind with no floor 4o-ceiling walls. 

Perhaps the most obvious modern genius, when it comes to this 
type erf communication, is a man who now lives a few hundred miles 
south of Hewlett-Packard headquarters. His name is Ronald Reagan, 
and even people who think he was a terrible President concede that 
he was most effective in conveying his vision for America. The key to 
that communication was the extremely effective use of short phrases, 
symbols, simple metaphors, and pictures. With these tools, he was 
able to say in ten minutes in his televised addresses and speeches 
what most of us convey, much less effectively, in an hour or more. 
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That capability made him, to friends and foes alike, "the great com¬ 
municator.” 

Whether delivered with many words or a few carefully chosen sym¬ 
bols, messages are not necessarily accepted just because they are un¬ 
derstood. A major challenge in leadership efforts is credibility- 
getting people to believe the message. 

Many things contribute to credibility. The track record of the per¬ 
son delivering the message is extremely important in terms of both its 
strength and seeming relevance to the situation at hand. So is the 
content of the message itself, in terms of how sensible it seems; lead¬ 
ers often point to threats or potential threats to make the risks or 
sacrifices inherent in their vision seem rational. The reputation and 
relationships of the sending group are important, in terms of integ¬ 
rity and trustworthiness. So is consistency between the words and 
deeds of the communicator. 

Few things can undermine the credibility of communication faster 
than a problem with consistency. People usually assume that actions 
do speak louder than words. As a result, one regularly finds in an 
effective leadership process a remarkable degree of congruence be¬ 
tween die actions of key players and the message they communicate. 
Dick Nicolosi, the Procter & Gamble executive described later in 
Chapter 7, calls this “walking the talk.” 

At American Express, Lou Gerstner had a habit at management 
committee meetings of asking how specific proposals and actions fit 
or did not fit the TRS vision and strategies. When people came to talk 
to lam in his office, he is said to have grown impatient unless they 
included something in the conversation that connected to the direc¬ 
tion he was taking the firm. In a more general sense, he created a 
number of activities, in which he actively participated, that exempli¬ 
fied the vision and strategies. One of the most powerful of these is the 
Great Performers Program. 

Started in 1980, Great Performers is an employee recognition pro- 
gram that works like this. Anyone at TRS who sees an example 
truly exceptional customer service, a central tenet in the organiza¬ 
tion's virion, can nominate the people who performed it to one of the 
Great Performers selection committees. Made up of a total of sixty 
people and divided into regional groups in 1987, these committees 
then research each nomination and select those that flt some stan¬ 
dard of excellence. That year, 129 nominations were so selected. 
Complete details on each of these winners is then given to a World- 
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wide Governing Committee, chaired in 1987 by Aldo Papone and 
made up of eight top officers at TRS. They then select Grand Award 
Winners; there were twenty-six of these in 1987. Regular winners 
receive a plaque, some money, a gold "GP” logo pin, and a letter of 
commendation from the president of their regional selection commit¬ 
tee, all of which is usually presented by senior management of the 
location where the employee works. Grand Award Winners receive 
the plaque, the pin, $4,000 in American Express traveler’s checks, and 
an all-expenses paid trip to New York. 

In 1987, Lyndon Deane and Carrie Lee Lewis were two of the 
Grand Award Winners. Lyndon, 23-years-old, worked in the Tele¬ 
phone Service Center in Toronto, and Carrie, twenty-seven, worked 
in the TRS travel office in Saskatchewan, Canada. They won for help¬ 
ing an American Express customer whose son was seriously injured 
in an accident in Brazil. When Carrie heard of the problem the client 
was having, she arranged for funds to be transferred from Canada to 
Brazil for the emergency. When the client decided to bring the boy 
home for treatment, she made all the flight arrangements. Air Canada 
insisted that a paramedic accompany the boy on the flight, but on the 
night before his flight the paramedic discovered that he would need a 
visa. Lyndon somehow arranged for the visa to be issued on a Satur¬ 
day, picked it up, and then personally transported the paramedic to 
the airport in his car. 

Mildred Asencio and five of her colleagues from the Puerto Rico 
Service Center were also winners. They volunteered to set up an 
American Express desk on New Year’s Eve to help the victims of the 
tragic Dupont Plaza Hotel fire. Sherri Kline of Phoenix won for help¬ 
ing the police arrest people who were exploiting an elderly and men¬ 
tally handicapped customer. Amin Hitti of Beirut, Lebanon, Won for a 
long list of services performed despite the constant threat of personal 
violence. 

Tim New York trip for Carrie, Lyndon, Amin, and the other win¬ 
ners was quite an event. They stayed at a luxury hotel, saw Broadway 
shows, ate in some of the best restaurants, and were presented their 
other awards at a luncheon hosted by TRS senior management on 
one erf dm top floors of the American Express tower in the World 
Financial Center. 

The luncheon for 1987 Grand Award Winners was held on Febru¬ 
ary 23,1988 from 12:00 to 2:15 p.m. It began with a cocktail reception, 
followed by mi elegant lunch and then the awards ceremony. Each of 
the top eight TRS executives took part in the ceremony by describing 
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the “great performance” of two or three individuals or groups and 
then by giving them their awards. There was much applause and a lot 
of misty eyes. Gerstner ended the ceremony with a short speech 
about how some of his managers had just given him a party to cele¬ 
brate his tenth year with TRS, and at that party had presented him 
with a plaque like the one that everyone in the room had just re¬ 
ceived. This was an award, he clearly showed, of which he was veiy 
proud. 

No doubt the whole event was a source of inspiration for the 
twenty-six winners. But after news of the ceremony was broadcast 
thr oughout TRS in house newsletters, speeches, and informal gossip, 
the contest became a powerful force for alignment for thousands of 
employees. The message—about how serious senior management 
was when it said it wanted to become better at customer service than 
any competitor—was powerful and very clear. 

Powerful messages are communicated to employees by executive 
behavior all the time in most organizations. Unfortunately, unlike this 
TRS situation, those messages often do not help generate understand¬ 
ing and support for some future direction. The communication that is 
frequently received is either a) there is no vision or strategy here, or 
b) we are not really committed to the vision and strategies we have 
been asking you to embrace. The impact in both cases is deadly. 

One of the reasons organizations have difficulty adjusting to market 
car technological change is that so many people in those firms feel 
relatively powerless. They have learned from experience, that even if 
they correctly perceive important external changes and then initiate 
appropriate actions, they are vulnerable to someone higher in the 
hierarchy that does not like what they have done. Reprimands can 
take a hundred different forms: that is against policy; we can’t afford 
to do that; shut up and do as you’re told. 

Alignment helps overcome this problem by empowering people in 
at least two different ways.® First, when a clear sense of direction has 
been communicated throughout an organization, it allows even 
lower-level employees to initiate actions without that same degree of 
vulnerability; as long as their behavior is consistent with the vision, 
superiors will have more difficulty reprimanding them. Second, be¬ 
cause everyone is aiming at the same target, the probability is less 
that a single person’s initiative will be stalled because it comes into 
conflict with someone else’s. 

In a relatively stable environment, people empowered in this way 
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Exhibit 4.2 Aligning People 


ABgnment 


Creating 

alignment 


Potential 

impact 


A conduct? m which a relevant group of people share a common understanding of 
a wsfen and set of strategies, accept the vaficfity of that cSrecbon, and are witling 
to work toward making t a reafity 

Corranuaica&ig the cfoecdon as otat as possfcle (repetition Is important to att 
those people |saboafinates, subortfinales of subordinates, bosses, suppliers, etc.) 
whose help or cooperation is needed; doing so, whenever possible, with simple 
images or symbols or metaphors that communicate powerfufly without clogging 
afeeady overused comratmicadons channels and without requhrmg a lot of scarce 
managerial time; making the message crecSble by using communicators wiffi good 
track records and wortong refaSonships, by stating the message In as sensible a 
way asposs&Je, by making sure tie words and deeds of the cofrnminicatois are 
consistent, and generaSy by demonstrating an unswerving decfication to the vision 
and strategies fsocaSed “leadership by example") 

An afigned grocp cf people has die potential of making progress toward some 
vision. 


can contribute a modest amount, in a rapidly changing environment, 
those same individuals can be invaluable. That is one more reason 
why alignment feee summary in Exhibit 4.2) is so important today. 
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W hen trying to produce a change of any significance, people 
aligned to even the most sensible of directions almost always 
encounter serious barriers, some of which can be extremely hard to 
foresee in advance. These roadblocks can be economic; a million dol¬ 
lars is suddenly needed but nowhere to be found. Often they are 
bureaucratic or political; a department refuses to answer an urgent 
request in less than its usual two-month response time. 

Getting over, around, or through barriers to change can demand 
extraordinary energy and effort. Obtaining a million dollars quickly 
might require people to work all night and to work with an intensity 
of imagination that is anything but normal. Getting a recalcitrant de¬ 
partment to respond in a week instead of two months may well re¬ 
quire an unusually inspired effort from somebody. Indeed, with 
anything less than highly motivated behavior, these kinds of barriers 
can stop an entire "change effort” or slow it to a crippling pace—even 
if appropriate people are aligned to a sensible direction. 

Since change is the primary function of leadership, being able to 
generate highly energized behavior is as centrally important here as 
are direction setting and alignment. In a sense, direction setting iden¬ 
tifies an appropriate path for movement, effective alignment gets 
people moving down that path, and a successful motivational effort 
assures that those people will have the energy to overcome obstacles 
in their way. 

To understand this aspect of leadership, it is once again useful to 
look at management, where motivation is also a relevant topic. But 


61 



62 


Hie Process of Leadership 

the kind of motivation that applies to management is very different 
from the kind that applies to leadership. 

Hie basic function of management is homeostatic; it is to keep a sys¬ 
tem alive by mating sure that critical variables remain within toler¬ 
able ranges constantly. 1 Thus, the complex mechanism that manages 
the human body keeps the temperature close to 98 degrees Fahren¬ 
heit, and does so twenty-four hours a day, week after week. In a 
similar way, manag erial processes in a well-run factory keep product 
quality consistently within an acceptable range. The same kind of 
processes in a well-run marketing department keep projects cm or 
near budget, all the time. 

An important aspect of any homeostatic process is control. After a 
target tee bean established and a system has been designed that can 
achieve that target, a control mechanism is created to monitor contin¬ 
uously system behavior versus plan and then to take action when a 
deviation is detected. In a well-managed factory, this means the plan¬ 
ning process establishes sensible quality targets, the organizing pro¬ 
cess builds an organization that can achieve those targets, and a 
control process makes sure that quality lapses are spotted immedi¬ 
ately, not in thirty or sixty days, and corrected. In a well-managed 
marketing department, a project that goes over budget will get the 
same treatment. 

One way that management achieves control is by "motivating” peo¬ 
ple to comply with the standards or the plan. This is often done with 
economic incentives—that is, a certain amount of compensation is 
made contingent on a person’s ability to minimize deviations from 
plan, or at least unfavorable deviations. Sometimes management tries 
to achieve this moreinformally, through group norms and pressures. 
tet the end or goal is the same: control. 

Bor some of the same reasons that control is so central to manage- 
DKrt, highly motivated or inured behavior is almost irrelevant. Be¬ 
cause they are called upon to produce expected results constantly, 
m a na gerial processes must be as close as possible to fail-safe and risk- 
free. That, In turn, means they cannot be dependent on the unusual 
or hard to obtain. Thus, a good budgeting process does not require 
Einstein to run it. A well-organized personnel department does not 
need all-night vigBs once a week to get the routine job done. In a 
sense, the whole purpose of systems and structures is to help normal 
people who behave in normal ways to complete routine jobs success- 
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fully, day after day. It's not exciting or glamorous. But that's manage¬ 
ment. 

Leadership is different. Achieving grand visions despite the obsta¬ 
cles always requires an occasional burst of energy, the kind that cer¬ 
tain motivational and inspirational processes can provide. Such 
processes accomplish their energizing effect, not by pushing people 
in the right direction, as a control mechanism often does, but by sat¬ 
isfying very baric human needs: for achievement, belonging, recogni¬ 
tion, self-esteem, a sense of control over one's life, and living up to 
one's ideals. These processes touch us deeply and powerfully, and 
elicit a most powerful response. 

The motivational aspect of leadership can manifest itself in many 
different ways. But more often than not, it comes in a package that 
includes 1) the articulation of a vision in a manner that stresses the 
values of the audience being addressed (and thus makes the work 
important to these individuals), 2) the involvement of those people in 
deciding how to achieve that vision or the part of the vision that is 
meet relevant to them (giving people a sense of control), 3) the enthu- 
riastic support of their efforts at achieving that vision, supplemented 
by coaching, feedback, and role modeling (which helps them grow 
professionally and enhances their self-esteem), and 4) the public rec¬ 
ognition and rewarding of all their successes (providing them with 
recognition, a sense of belonging to an organization that cares about 
them, and a feeling of accomplishment). In a sense, when this is done, 
the work itself seems intrinsically motivating. 2 

These four elements can be all found in the NCR story. They are 
also present, to some degree, in a full account of the TRS, SAS, and 
Kodak cases. They generated forces that helped Adamson, Gerstner, 
Carlzon, and Crandall overcome major barriers that stood between 
them and their visions. They were centrally important to the produc¬ 
tion of important results, although in a manner that is completely 
different from the control aspect of management. 

A control process seeks to minimize deviations from plan so as to 
produce consistent results. The kind of motivational process relevant 
to leadership tries to maximize energy output so as to overcome bar¬ 
riers to change. The former is cautious and conservative, the latter 
bold, perhaps even brash. Controls are purely driven by the head, 
whereas inspiration often comes from the heart. The one focuses on 
surface behavior and its effects, the other on the deepest reaches of 
the human scad. They can both be difficult, and more and more are 
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both needed everywhere In organizations, but they are definitely dif¬ 
ferent feee Exhibit 5.1k 

AD this may seem painfully obvious, but it most certainly is not to 
certain kinds of people. Indeed, a person who has been socialized 
onfy into a managerial way of thinking and behaving will often ap¬ 
proach motivation in a manner that cannot possibly support high 
energy levels. To motivate, he or she will try to increase people's 
efforts to accomplish precisely what is on his or her agenda by offer¬ 
ing incentives, carrots and sticks, in a highly controlling manner. He 
will smile or praise every time people do something called for in Ms 
plan. He will frown or punish if they do not. He will orchestrate meet¬ 
ings in winch people are asked for their opinions, which are then 
twisted until they precisely fit his preexisting plan, all in an effort to 
“excite through involvement." He will offer extra monetary or other 
rewards, but always with a hundred conditions designed to channel 
behavior exactly where he wants it. 

This approachto motivating can produce an energy surge in a naive 
audience for a short period of time, but that is all. Over the long term, 
it always fails. People see this behavior as highly manipulative, and 
come to resent it greatly. Ultimately, it demotivates. 

Usua%, this same type of person will not even try to inspire. 3 He or 
she will sense that inspiration is explosive, and thus hard to control. 
As such, he will question whether it should ever be used or if it is ever 
really needed. And he certainly wifi not understand how it is done. 


Exhibit 5.1 Execution: Management vs. Leadership 


Cor&omng A Problem Solving 


Leadership: 
Motivating A Inspiring 


'fc minimize delations torn pten, 
and thus help produce 
Function rwdfctefcte results on important 
dimensions 


lb energize people to overcome 
major obstacles toward achieving 
a vision, and thus to help 
produce the change needed to 
cope vtifo a changtog 
environment 


Monitoring results versus plan in 
some detea, both formafly and 
informally by means of reports, 
meetings, ana @nar control 
mechanisms, idar^^g 
<towflfonsiui plan, which are 
usually caBed “probtems,” an d 
then planning and organizing to 
solve those pro b l em s 


Satisfying very basic but often 
urtfumeti human needs—for 
achievement, belonging, 
recognition, se&esteem, a sense 
of control over one’s fife, fivtog up 
to onefe ideals—and thereby 
creating an unusuaHy high energy 
levelin people 
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Ail this means, among other things, is that such a person will find a 
company like Mary Kay Cosmetics very strange. 


Mary Kay Cosmetics was founded in 1963 by Mary Kay Ash. 4 By 1989, 
it had grown to be one of the most successful firms in its industry 
anywhere in the world. At the core of its success is a highly motivated 
distribution system, made up mainly of women, who both sell its 
products and recruit and train other sales people. Many other firms 
think they have highly motivated sales forces. But just one trip to 
Dallas, when Mary Kay is having its yearly convention, is usually 
enough to show that, by comparison at least, few really do. 

During the summer of 1988, nearly 32,000 Mary Kay beauty consul¬ 
tants and sales directors descended on Dallas, all at their own ex¬ 
pense. 3 They came 8,000 at a time, the capacity limit for the event, to 
learn from each other, to have fun, to receive awards, and generally 
to get inspired. Sales conventions have a tendency to be very visible 
and a little loud,and this one is no exception. It's easy to spot the Mary 
Kay people, whether in a hotel or in a downtown store. They seem to 
be singing everywhere, even on airplanes going to or coming from 
Dallas. But normal sales gatherings are also often very annoying to 
the outside observer. People drink too much. Things eventually be¬ 
come a little crude. Not so at Mary Kay. 

At a Mary Kay sales convention people are truly joyful. The energy 
and enthusiasm are incredibly upbeat, positive, powerful, and infec¬ 
tious. It is hard not to smile when you see these people, or to feel some 
excitement. They look like they could conquer the world, and some 
do; despite all the difficult obstacles encountered in direct selling and 
in building a direct selling organization, Mary Kay has more women 
associated with it who earn over $50,000 a year than any other corpo¬ 
ration on earth.® 

The structure of the three-day affair is relatively simple. Most of the 
time is scheduled around seminar classes. Attendees learn about the 
firm and its products, as well as about selling, recruiting new talent, 
training new recruits, and motivating people. There are plenty of 
social events too, and awards seem to be handed out all the time. But 
the main non-seminar session is Awards Night, when the biggest 
prizes are given to consultants with the biggest sales. Hundreds of 
prizes are given. Some are very expensive, some not, but all are ac- 
eompanied with thunderous applause, and interspersed with touch¬ 
ingly inspirational speeches from very ordinary people who have 
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become weary successful. Tim is the kind of evening that increases the 
heartbeat and moistens the eye of all but the most cynical among us. 

Hie stylistic details erf Awards Night are unique to Mary Kay, but 
the concept of a grand yearly awards ceremony is not. What sets this 
fhsa apart from so many others is its approach to people between 
conventions. At Mary Kay Cosmetics, management works not 3 but 
365days a year to try to arouse that "90 percent” which they believe 
remains “untapped” in most people. And they do so in dozens of ways 
that look remarkably unsophisticated in our high-tech age. 

They send birthday cards to everyone. When someone comes to 
them with an idea or a problem, they really try to listen. When they 
promise to do something, they usually do it, and in a timely fashion. If 
an indi vidual is having a performance problem, they try to help the 
person improve, or if that isn’t sensible, to get him or her a more 
appropriate job either inside the company or somewhere else. 

Huey are enthusiastic about what they do. One gets a sense that 
they believe in the company and its vision, are proud to be associated 
with both, and genuinely like each other. Continually, they sponsor 
that hrs^ people together. And they actually do sing at these 
ewerafcs- 

The top people at Mary Kay work hard at being good role models 
and at providing forums in which more senior sales directors or 
beauty consultants can act as rede models for others. Time and again 
they ftod ways to allow successful people to tell their stories to others. 
Some erf these stories, about incfividuals who started with little money 
or hope, are really extraordinary. (The leadership process in the firm 
produces tlm ultimate m charge—It alters people's lives.) 

They do everything practical to help people succeed. Sales directors 
work with new recruits to get them started and to help them set 
reahstaegoak. They offer training and coaching. They structure the 
heauty consultant’s job to give people as much control over their own 
dsE^BBesas possible. 

Even b et we en conventions, they give out prizes for excellent per- 
fotmance. At the annual meeting and elsewhere, awards are usually 
b|gh tpialily items that their people really want and value: a luxury 
car, a trip on the Concorde to Europe, a beautiful piece of jewelry. 
They almost always give rewards in public ceremonies that include a 
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want to fed good about themselves but often do not because a variety 
of basic human needs are unsatisfied. They also know that when an 
individual or a company is able somehow to help people satisfy a 
number of these needs, normal human beings often turn into dyna¬ 
mos. It is the psychological equivalent of giving a starving man, who 
cannot even walk, well-balanced meals. 

The way in which Mary Kay does all this often looks spontaneously 
haphazard. It is not. Underlying what they do is a very systematic 
approach: they constantly communicate the firm's vision in ways that 
relight inspire people; they empower individuals to pursue that vision 
by giving real responsibility to them, by helping them to master that 
responsibility, and by trying not to do anything that would discour¬ 
se them; then they recognize and reward every success. This simple 
formula provides people with self-confidence, a sense of achieve¬ 
ment, self-esteem, a sense of belonging, some control over their lives, 
a feeling of working for a worthy cause, and from that, enormous 
energy to help them overcome the barriers they encounter con¬ 
stantly in their jobs. 

The style with which the formula is enacted is, to a large degree, 
uniquely Mary Kay. But the substance goes far beyond this single 
situation. Wherever you find competent leadership, you find some of 
the Mary Kay phenomenon. It is usually more focused, because barri¬ 
ers to change are normally more concentrated in time and space. But 
it is there. When you find truly exceptional leadership, you usually 
will find lots of this phenomenon. 

Wal-Mart is a good example. This extraordinary company has re¬ 
cently become the second most profitable retailer in the United 
States, despite the fact that it is less than thirty years old. 7 It has won 
that distinction by beating thousands of small retailers, as well as 
K-Mart, Zayre, Penney’s, and dozens of other large retail chains. The 
story of its success has many aspects, but none is more important 
than the motivation of its people; the energy level of the firm's em¬ 
ployees is awesome. Well managed and well led, Wal-Mart under¬ 
stands the Mary Kay phenomena in a way that is very rare among 
large U.S. corporations today. And the payoff, to customers, employ¬ 
ees, and stockholders, has been fantastic. 

Jtautber good example of the use of this basic motivational scheme, 
a*wi one far more typical than Mary Kay or Wal-Mart, is that of Ken- 
tjncky Fried Chicken. There it has helped CEO Dick Mayer turn a 
shrinking business doing $1.5 billion in revenues in 1978, and filled 
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with problems, into a growing and profitable enterprise that had rev¬ 
enues of nearly $5 billon in 1988. 

Kentucky Fried Chicken’s roots date back to 1939 when Colonel 
Harland Sanders began selling fried chicken prepared with his recipe 
off eleven herbs and spices at the restaurant he owned in Corbin, 
Kentucky. The firm was incorporated in 1955 to franchise the 
Colonel’s recipe, and by the time he sold the business in 1964 to a 
group of investors, there were 600 restaurants. In 1971, ownership 
was acquired by Heublein. As a division of a firm whose main product 
was vodka, the restaurant chain began to experience an increasing 
number erf problems. T© turn things around, Heublein assigned Mike 
Miles and Dick Mayer, 9 both of whom had had considerable experi¬ 
ence in the packaged food business, to Kentucky Fried Chicken. Over 
the next decade, the new management team stopped the downward 
trend, established the foundations of a well-managed corporation, 
and then started innovating to produce more profitable growth. 

An episode ki the firm’s history that began in 1985 is illustrative of 
how Kentucky Fried Chicken has managed to overcome obstacles 
th^stepor slow progress at so many firms.* By that time, Mayer was 
well aware that achieving his vision of a growing and increasingly 
profitable enterprise would require the building of a strong lunch 
business for his restaurants and the attraction of more young 
customers. A number of events that year led him to begin studying 
what other restaurant chains tfid at lunch. Encouraged by what he 
saw, he asked market research specialist Harry Sunenshine to con¬ 
duct a more formal investigation. Then, in January 1986, Mayer and 
Stmenshiae met to share their analyses. 

Of afi the data they had collected, two facts struck them as particu¬ 
larly interesting. At McDonald's, the most successful restaurant chain 
in the world, especially with young people, 53 percent of its ham¬ 
burger revenue came from one product: not the relatively expensive 
Big Mac or Quarter Pounder, but the least expensive, single ham¬ 
burger. At White Castle, a successful regional chain with 225 stores, 
revenues per store were as good as McDonald’s despite the fact that 
it sold only one sandwich, a twenty-nine cent hamburger. Additional 
data from the experiences of other chains reinforced this pattern 

*Bowewer, U is not Hastradve oi Us business successes over the past decade; as of this writing, 
and for a variety of reasons, the Chicken LMes product has failed m achieve even half the safes 
volume that was ongina^y projected. 
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about the appeal of a good but low-cost sandwich, especially to youn¬ 
ger customers. All this led Mayer and Sunenshine to conclude that an 
inexpensive chicken sandwich should probably be the initial vehicle 
for building a luncheon business—other sandwiches at various prices 
would come next. They also decided that the best way to pursue this 
course in a firm without a good track record for new product intro¬ 
ductions, and in an industry that was fast to copy, was quietly and 
qraddy. 

Within the next week, Mayer met individually with Ed Dudley, vice- 
president of purchasing and manufacturing, Phil Bouckaert, vice- 
president of technology, Don Doyle, president of KFC-USA, and Roger 
Kramer, vice-president of strategic planning. He also contacted 
Shelby Massey, vice-chairman at Tyson, the giant poultry and meat 
company. In each of these conversations, Mayer talked at length 
about the concept: why the time was right to start building a lunch 
business, which, if successful, could significantly increase sales and 
profitability; what an analysis of restaurant sandwich and lunch busi¬ 
ness seems to indicate; why they should probably create a totally new 
sandwich product, something inexpensive, with a high value/price 
ratio, that would draw people to their restaurants for lunch. He also 
talked about his belief that this project could be an important and 
exdtmg episode in Kentucky Fried Chicken’s history, and about how 
it could represent the beginning of a more innovative period. He 
ended each meeting by stressing how critically important each of 
diem would be to the success of the project: Dudley by working with 
suppliers to develop the chicken patty, the bun, and the new equip¬ 
ment that would be needed in the restaurants; Bouckaert for opera¬ 
tions engineering at the store level and for the development of the 
overall product; Sunenshine for the additional competitive research 
needed to develop a marketing position and strategy; Massey for 
bringing all of Tyson's expertise in poultry to bear on the project. He 
also stressed dm need for secrecy; for now, the project would be 
known as "Project X” and not even their secretaries should be in¬ 
terned. 

During dm next month, each of these executives began developing 
their pieces of Project X, urged on by an always enthusiastic Dick 
Mayer. A few more people were brought into this secret society, in¬ 
cluding Bill Davis, the CEO of Hobart, a kitchen equipment manufac- 
turingfirm; John BeHert, the chief engineer for KFC; and Pat Hadden, 
one of Bellert's subordinates. Mayer also briefed the parent 
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company % board of directors. In each of these cases, Mayer's capacity 
to talk logically about the facts and to talk enthusiastically about the 
possibilities, when combined with the credibility he had developed at 
10PC, wasvary powerful. Most people quickly became “believers.” 

Mayer stayed in dose contact with each of the team members. He 
encouraged them to come to him at any time if they needed additional 
help or resources. With his encouragement and support, product and 
equipment development proceeded on an extremely fast track during 
March of 1988, with Hobart, Tyson, and the KFC people overcoming a 
number of technical problems. At this time, Mayer personally worked 
with John McGariy, chairman of Young & Rubicam-New York, on a 
name for the product and cm advertising copy. As momentum began 
to develop, so did a sense of excitement among those involved. At the 
end of the month, Mayer tantalized the National Convention of KFC 
Franchises by announcing that they were working on something im¬ 
portant that had the potential for considerable growth beyond the 
ourreot business, but stopped short of giving anydetails. 

ties” was completed and reviewed with Ed Dudley. Unfortunately, a 
quick search by Steve Early, general counsel for KFC, determined 
toat filename was^ademaikedandowntebytwo other companies. 
Mayer and his people decided the name was too good to abandon, so 
they gave Dudley a budget ami told Mm that it was essential that he 
securo rights to that name, no matter what. During this time, the 
patty production process and bun requirements were further de¬ 
fined, a griddle was developed by Hobart, and market research was 
cxmihicted m Columbus, Ohio, and Charlotte, North Carolina, on a 
grilled sandwich. 

T%m market research results arrived on May 15, but they were not 
good. Mayer allowed no time for people to get discouraged; he imme¬ 
diately challenged Sunenshine and Bouckaert to study the research 
data to find what it says about a tetter predict. They did, and a 
number erf alternatives were developed and tested. One fried sand¬ 
wich tested especially well. Mayer then enlisted the help of food tech¬ 
nologist Dr. G. V. Rao in tether developing that alternative. 

In June, Mayer made a formal presentation on Project X to the 
parent company's board. In July, he met with two small elected 
groups representing franchises, gave Item a complete briefing, and 
asked for their ideas and comments. During August, a few more peo¬ 
ple were brought into the prefect team, cate to hande specific, essen¬ 
tial tasks. 



Motivating and Inspiring 71 

In September, the team found a piece of equipment, sold by Vulcan- 
Hart, that could make the fried version of Chicken Littles. They also 
switched bun suppliers after the initial selection ran into problems. In 
October, they prepared for and ran a test of the product and equip¬ 
ment in one store. In November, thirty franchise owners were 
brought to Louisville for a day-long briefing on Project X. In Decem¬ 
ber, they made preparations to introduce Chicken Littles at the 
twenty-two stores in the Louisville area. That introduction occurred, 
on schedule, the first week of January 1987. And, to the delight of 
everyone involved, most customers loved the product. 

Mayer invited as many franchise owners to Louisville as he could, 
so they could see for themselves how the public was reacting to the 
sandwich. Nearly fifty came, including some of the most influential 
ones. He and other KFC officers personally took them to the Louisville 
stores at lunchtime to see the product being sold, the customers, and 
the excitement. Everyone walked away from these encounters feel¬ 
ing good, especially the people who had been working so hard to 
make Chicken Littles a reality. 

In February, more and more time was spent working with suppliers 
on huge logistical tasks. Tyson was building additional capacity to 
make the chicken patty. Flowers Bakery was upgrading and enhanc¬ 
ing its bun operations in Fresno California, Texarkana, Morristown 
Tennessee, Atlanta, and Orlando. Amana was building the microwave 
ovens that would be needed in the restaurants, Delfield, the sandwich 
tables, and Vulcan-Hart, the fryers. 

In March, Mayer, Doyle, Sunenshine, Bouckaert, and Dudley made 
a presentation to Wayne Calloway, the chairman of their new parent 
corporation (KFC was sold to PepsiCo while all of this was occurring), 
and asked for a $6 million commitment to continue the project. 
CaDoway reacted enthusiastically to what he heard, praised them for 
their efforts, and gave them the money. 

hi April, the franchises held their annual convention in Louisville. It 
was quite an affair. Mayer made a presentation of the Chicken Littles 
concept. He told them about the test results. He showed them adver¬ 
tising developed for the product. And he introduced the key people 
who had been working on Project X, including representatives from 
all die major suppliers. It was great theater, and the franchise owners 
loved it. After all the applause was over, Mayer asked for an addi¬ 
tional allocation from them to support national advertising for the 
new sandwich. As was the custom in these cases, they voted. Ninety 
percent said yes. 
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Boring May, KFC people went on the road to tram franchises in the 
use of the new equipment and the new product. They worked long 
bows, traveling all over the country to the firm's 4,000 restaurants. 
When they completed their task in August, Don Doyle had a big party 
ipr all of them in Louisville. With Mayer and others also in atten¬ 
dance, members erf the road team told their favorite stories or tales 
about what had happened to them over the last few months. Some of 
the stories were hilarious, ft was quite a celebration. 

By August 8, some 97 percent of the KFC outlets were serving 
Chicken Littles. In an industry that takes two to three years to intro¬ 
duce a totally new product,* KFC accomplished this in eighteen 
months. An energized group of people overcame hundreds of techni¬ 
cal, economic, logistical, legal, and political obstacles and they did so 
with remarkable speed. 

Adamson would have been proud of them. They took his fast track 
development and made it work in the multi-unit restaurant business. 

MeiivaiH^j people for a short period of time is not very difficult. A 
crisis wffl often do just that, or a carefully planned special event. 
McMxvainig people over a longer period of time, however, is far more 
dilteuiL ft is also far more important in today's business environ- 


Mufiwaiipn over time requires, first, that visions and strategies be 
C0M®WBwcaled on a contint&ms basis, not just once or occasionally. 
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Exhibit 5.2 Motivating and Inspiring 


Motivated/ 

insrumri 

nfl ocfe 


Creating 

motivation 

and 

inspiration 


Potential 

impact 


A group of people who exhibit a level of energy, intensity, and determination far 
above what is considefed normal In a successful leadership effort this level of 
motivation tends to be sustained for relatively long periods of ina 

Satisfying very basic human needs for achievement, belonging, recognition, self¬ 
esteem, a sense of control over one’s life, Irving up to one’s ideals, etc.; by t) 
articulating again and again a vision In a way that stresses the key values of the 
people being communicated to, 2) involving those people to decking how to 
achieve that vision or some portion of the vision, 3) supporting their efforts with 
coaching, feedback, role modeling, and a lot of of enthusiasm, and 4) sincerely 
recognizing to public and rewaning alt of their successes. 

A highly motivated group that is aigned to some cfcection can overcome major 
economic, bureaucratic, and poetical obstacles that stand to its way. 


tremendous enthusiasm, and he generally modeled the kind of lead¬ 
ership he wanted from them.) And the rewards and recognition must 
be sincere. (At KFC they were: the daily pats on the back, praising 
people's accomplishments at the franchisees convention, throwing a 
party for the “road team,” to mention but a few.) 

Again, corporations that are well led understand all this (see Exhibit 
5.2). But there are far too few of these firms today. 
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Multiple Roles 


W hen considering the topic of leadership, we typically think of 
one leader. The logical connection is straightforward; it is one 
individual, most people believe, that creates leadership. In this causal 
model, the structure of leadership, that is, the roles involved and 
their interrelationships, is elegantly simple. There are only two roles: 
leader and follower. They are related in an almost hierarchical way 
through the leadership process; a leader establishes a direction, 
aligns followers to that direction, and then inspires them to action. 

This way of conceptualizing the structure of leadership is popular 
because it is simple, yet powerful, in seeming to explain so many 
situations. The Adamson story from Chapter 2, for example, obvi¬ 
ously appears to fit this model. So do the TRS and SAS cases, the 
Chrysler turnaround under Lee Iacocca, as well as thousands of 
other lesser known stories. But appearances can be deceiving. Prob¬ 
ing beneath the surface, one finds that this simple model does not do 
an adequate job of explaining leadership situations in large settings, 
to such cases, there are often more than two roles involved, some¬ 
times many more. 1 And the relationship between the various leader 
and follower roles is far more complicated. 

Robing still deeper, one finds that the basic model does not explain 
everything even to relatively small situations. It does not, for exam¬ 
ple, fit all of the Adamson story. If it did, when he was away from 
Dundee from January 1986 to June 1987, the leadership he created 
wordd have disappeared. But it did not. It may have dampened in its 
intensity, or changed its shape somewhat, but it clearly did not disap¬ 
pear. 


77 



78 


The Structure of Leadership 

To understand leadership in complex organizations, it is essential to 
appreciate the structurally complex ways it can manifest itself. Such 
an i under standin g has powerful action implications for those who 
wish to increase the amount of leadership in corporations. 


ABQOIs success in the 1980s with its so-called "restructuring pro¬ 
gram” is a good example of a leadership story that does not fit the 
one-leader-plus-followers model. 1 

ARGO, the Los Angeles-based energy company, was built by legend¬ 
ary oil entrepreneur Robert O. Anderson. The "restructuring pro¬ 
gram* refers to a number of actions taken between 1982 and 1986 
which, in total, changed the economic and financial structure of the 
corporation fairly dramatically. Echoing the sentiments of many ob¬ 
servers, Business Week has called the program "one of the boldest 
such moves in recent years land] a huge success.” 3 

The most visible part of this restructuring came in a package an¬ 
nounced on April 29,1985. On that day, ARCO management informed 
the world that they were selling almost all of Anaconda Copper, as 
we! as all of their oil refining and marketing assets east of the Missis¬ 
sippi, moves that would require a $1.5 billion write-off, but would rid 
theaa of chronically under-performing businesses. They also pledged 
to undertake a major cost-cutting campaign in their remaining busi¬ 
nesses and to buy back $4 biffion worth of their own stock. 

There were at least five other less visible aspects of the overall 
program. One came in August 1984, when the firm took a $750 mil- 
fion write-off, mostly associated with divesting parts of the copper 
business, and bought back $1 billion worth of stock. Another initia¬ 
tive in 1984 involved merging and reorganizing the Houston refinery 
and chemical plant into a relatively independent unit called the 
LyoodeR Petrochemical Company. A third action came in late 1985, 
when management sold a number of marginal U.S. oil-producing 
properties. 

Occurring over a span of time between 1982 and 1986 and focusing 
on file refinery and selling of gas in the western United States, the 
final actions connected with the restructuring were more incremen¬ 
tal in nature. These included elimin ating the gasoline credit card in 
April 1982, more aggressively converting service stations to self- 
service with AM/PM mini-grocery stores, and a thousand small 
changes to boost output at the Los Angeles and Washington refineries 
without major capital investments—actions that together allowed 
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ARCO to lower its prices and increase its market share in the West 
from fourth place in 1981 to first place in 1988. 4 

The net result of all of this was a much changed company. After 
restructuring, ARCO was a smaller, more focused, and more efficient 
firm that was capable of producing higher returns on assets and eq¬ 
uity, even in a world with oil prices much lower than they were in the 
early 1980s. In 1981, ARCO's ROE was 10 points below Occidental 
Petroleum’s and nearly even with that of Exxon, Chevron, and 
AMOCO. By late 1987, after oil prices had plummeted to nearly $10 a 
barrel from a high of $32, ARCO's ROE had risen to 23 percent, while 
that of all the others had gone down, leaving the firm a foil 7 ROE 
points ahead of second-place Exxon* A variety of other leadership 
initiatives combined with this restructuring to push ROE results even 
higher in 1988, 6 and higher still the first half of 1989. 

Without effective leadership, as everyone close to this story agrees, 
these results would not exist. But a careful examination of the facts 
reveals that leadership was not centered around a single individual. A 
number of different people played very important roles. In the re¬ 
structuring story, this starts with Ron Arnault. 

Arnault Joined ARCO in 1969 after receiving an MBA from Whar¬ 
ton. From 1977to 1980, he served as the corporate vicepresident for 
planning. From 1980 to 1984 he was president of ARCO Ven¬ 
tures/Solar, and in 1984 he became the firm’s chief financial officer. 
More than any other single individual, Arnault was responsible for 
setting the course for restructuring. Working with a team erf ARCO 
executives in finance, planning, and legal, along with the investment 
banking firm of Salomon Brothers, Arnault put together facts sup- 
parting the necessity of restructuring: haw the firm was overcapital¬ 
ized, how Anaconda and certain other assets were under¬ 
performing, how all this made ARCO vulnerable to a raider. He and 
his team also identified various ways that the restructuring could be 
approached, analyzed the possible economic consequences of differ¬ 
ent approaches, and then worked at communicating these ideas to 
key ARCO executives. Their success in convincing Bill Kieschnick, the 
president of ARCO from 1981 to 1985, was a particularly important 
part of the story. 

Lod Cook, executive vicepresident in 1983, president in 1985, and 
chairman in 1986, did not need much convincing. From nearly the 
beginning, the restructuring ideas made sense to him, and he helped 
shape some of them as they evolved from 1984 to 1986. But in the 
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sense that Arnauh took the lead in setting the direction for restruc¬ 
turing, Cook took the lead in getting people lined up behind those 
ideas and hi motivating them to make it all happen. 

A soft-spoken southerner. Cook joined ARCO in 1956 shortly after 
graduating from Louisiana State University with a degree in petro¬ 
leum engineering. He worked for nearly fourteen years in person- 
neHabor relations before taking on a number of marketing and 
general management assignments. During the early part of the re¬ 
structuring story, he played a key role in getting ARCO executives, 
including Chairman Robert Anderson, behind the evolving effort and 
keeping them behind it. In the latter stages of the story, he became 
the firm’s chief spokesman for explaining restructuring decisions to 
ARCO employees and for instilling enthusiasm about making the new 
ARCO function. 

Convincing employees to embrace restructurings of this kind is 
never easy. In the fall of 1985, Cook began what became an ongoing 
series of meetings with groups of people throughout the corporation. 
He explained his own version of the restructuring, acknowledged the 
trauma that this (seated for many employees, but urged them to see 
the future benefits. He almost always allowed a lengthy period for 
questions, and encouraged people to speak up, even if that meant 
hostile inquiries. His cancM, low-key, non-intimidating, but wel- 
inforcoed approach to these sessions was very effective. 

Robert ©. Anderson, the entrepreneur that built ARC© and the 
chai rman prior to Cook, played a relatively minor role in all this, at 
least compared to Arnault’s ami Cook’s, But it was a centrally impor¬ 
tant role, and undoubtedly not an easy one for him. Restructuring 
meant changing the direction of the firm in some fundamental ways, 
a (firectian that Anderson had personally set and maintained for two 
d ecode s. Unlike the vast majority of strong entrepreneurial leaders 
who build firms hut then forever refuse to see the need for a change 
in directkai, Anderson he^>ed Arnault and others shape the restruc¬ 
turing package, played a leading part in convincing the board to sup¬ 
port these kirns, turned over the reins to Cook, and retired from 
ARC©/ • r : 

Credit for the fact that Anderson actually played a leadership role 
in the restructuring, as opposed to being a barrier to change, goes 
first to Anderson himself, an extraorcEnary individual. But others 
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Anderson hi m self made. Cook was important in this sense, as was 
Kisschnick. 

Bill Kieschnick was president under Anderson from 1981 to 1985. A 
chemical engineer by training, Kieschnick quickly embraced the re¬ 
structuring concept and worked hard to keep the new direction- 
setting process alive and moving, and to get Anderson, along with the 
key ARGO people, behind it. At the beginning, in particular, 
Kieschnick was the engine that kept the process going; without him, 
it may well have stalled. 

After Kieschnick, Cook, Arnault, and Anderson, there is a longer 
list of people who played even more specific, but nonetheless impor¬ 
tant, roles in this story. George Babikian and Jim Morrison provided 
strong leadership in the marketing side of the oil business. Important 
work by them was even done well before Arnault started talking 
about the restructuring theme. Employee relations personnel de¬ 
signed and implemented an innovative early retirement program that 
helped enormously in the process. Still others led efforts to increase 
productivity at the Washington and Los Angeles refineries, to make 
the new Lyondell Petrochemical Company a money maker, and to 
reduce overhead in various staff units. 

Overall, it is hard to pinpoint how many people played some type of 
leadership role of consequence in this story. Three or four dearly 
had very big parts. At least another dozen contributed in other im¬ 
portant ways. But none of these people played the single leader role 
that is inherent in the most common model we employ to conceptual¬ 
ize leadership. Instead, they were all more specialized, in a sense. 
Some were specialized in terms of some aspect of the leadership pro¬ 
cess itself, focusing mostly, for example, on direction setting or one 
element of the ali gnm ent process. Others were specialized in terms of 
some aspect of the story—such as providing broad restructuring lead¬ 
ership for the products (gas, oil) marketing organization or for the 
new petrochemical company in Houston. 

The overall pattern of role specialization is complex and, to a large 
degree, very idiosyncratic to this specific stoiy. But the degree and 
amount of specialization is not at all unusual. It happens, and happens 
often, out of necessity. 


The role Jim Adamson handled so well in Dundee was an extreme^ 
difficult one. Yet in terms of scale, the situation at ARGO was 50 to 
200 times larger* Perhaps the business equivalent of Churchill or 
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c&rattil could have been a successful Adamson at ARCO. But it is far 
more logical, in a situation like this, to expect to find a group of very 
talented individuals supplying the overall leadership, all in somewhat 
differentiated roles. The magnitude of the task simply demands it- 
ft is not unlike the case with ^management" Organizations today 
normally ask, not one, but many people to help with management, 
because that task is so large and complex. In the past ten to fifteen 
years, the leadership challenge in most industries has grown to be 
almost equally as large, if not larger, and the needed response, as the 
ARCO case stows, is very much the same. Indeed, in firms like ARCO, 
more and more people are being asked to play both leadership and 
management roles, though the demands of each are quite different 
toe Exhibit 6.1k 

Even in relatively small organizations, multiple people play both 


Management and Leadership Roles 



'to deals management processes, 
and fous to help produce 
precictabte results on Important 


Usuafiy 1020% of foe total jobs 
in an organization. In general, the 
more complex the operation, the 
more managerial rotes. 

JefesT deel al foree aspects 

opganizmg, and control) lor sane 

joosr sometimes oea wan only a 
Srated piece of tie ovetaft 
pwvwy ? budgeting or 
aacafea compensation) iriSi) 
some domain. Oversff raze of jobs 
can way graatiy foam big to 


Roles lend to he ass ign ed to 
people as a format part of foe 


can also iiara leadership soles 
foat are bigger or smater than 
foer roanagemef* jobs. 


Leadership Rotes 


To create leadership processes, 
and thus to help produce 
changes needed to cope with a 
changing business environment. 

Can vary enormously: 1- 50% of 
foe total jobs m an organization 
depencfing upon how much foe 
operation needs to change 

Can vary enormously Some wit! 
focus on afi aspects of the 
leadership process for some 
activfty or organization. Others wift 
focus on a single aspect of foe 
process (eg., cfeection setting, or 
even one aspect of direction 
setong^ Oveeal size of jobs can 
vary greatly ton big (L) to small 


Roles tend to be assigned or 
assumed by people to a more 
anfeimaf way and lend to be more 
Md or charging* People with 
leadership roles usually also have 
m anage m ent roles. 
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roles, for the same general reasons. A close inspection of the NCR 
case bears this out. The reason that the leadership process did not 
grindto a halt when Adamson left Dundee was that, by the time he 
left, that process was being driven to a significant degree by others. 
These people had learned something from Adamson about leader- 
ship, and they had been encouraged by him to provide it. These indi- 
viduais did not number just one or two; they included many, if not 
most, of his entire management organization. Compared to Adamson, 
what they did was modest. The roles they played were specialized 
and limited but, nonetheless, extremely important. Souk of these in¬ 
dividuals helped provide all aspects of leadership for some part of the 
organization—the final assembly area, for example; others focused on 
one aspect of the process—helping Adamson with alignment or moti¬ 
vation, for example. Without people succeeding in these modest 
roles, Adamson alone would probably not have been able to provide 
all the leadership needed as the organization at Dundee grew, as it 
introduced additional products, and as life there generally became 
more complex. Moreover, without these people, the momentum 
would have died when he left. 

Leadership in a modest sense—i.e., leadership with a lower-case 
(little) "l” 9 —is far more prevalent and far more important than most 
people r ealiz e. Not flashy or dramatic, it rarely attracts much atten¬ 
tion, and often goes unnoticed. But it can be found in all leadership 
stories. It was present not only at NCR, but also at American Express, 
SAS, Kodak, Mary Kay, and Kentucky Fried Chicken. 

Many of the Great Performer stories atTRS, for example, are "little" 
acts of leadership. In these cases, something unforeseen happens, 
often in the nature of a crisis. A person steps into the situation, fig¬ 
ures out which direction things need to move, communicates that 
successfully to a few other people whose help is needed, ami that 
energizes himself/herself and the others to make something happen 
under difficult conditions. Observers tend not to label this "leader¬ 
ship" because the number of people involved is so small, because the 
vision is so modest, and because the individuals do not fit our stereo¬ 
type of leaders. But by the standards set in Chapters 3 to S, this most 
certainly is leadership—only of the "1” kind. 

One can sometimes find this same sort of leaders!^) on the factory 
floor at Kodak’s Copy Products. Here one of the workers comes up 
with an idea about how something can be improved, communicates 
that vision to a supervisor and a few fellow workers, and then helps 
get them excited enough to make it happen. For die most part, the 
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person does not think of himself as a leader; yet he provides "1” lead¬ 
ership. 

Without a lot of people like this, Mary Kay could not exist. These are 
those “ortfinary" women who work part-time as beauty consultants 
and try to build their own direct-selling organizations. It is no small 
chore to attract people, train them, help them to set realistic goals, 
and motivate them. Without leadership, this does not happen. Some 
of these individuals probably think this task is something that per- 
tamg only to Mary Kay herself, not to them. But what they provide is 
most certainly leadership, and it is collectively of enormous impor¬ 
tance. 

So in gra ined in our thinking is the traditional leader-follower model, 
that many people have difficulty imagining even two leaders in any 
one specific story. Yet for the same reason that it is possible to have 4 
leadership roles in one case, it is possible to have 40 or 400. The 
Decworld ’87story provides a good example. 10 

Decworld '87, the creation of the Digital Equipment Corporation, 
took place in Boston during the first two weeks of September 1987. It 
was an exhibition for the firm’s customers of Digital’s products and 
people. By most standards, like the ARCO restructuring and the NCR 
ATM case, it was a real hone run. But even more so than in those 
other two stories, virtually every knowledgeable source agrees that 
success here was the product of a large number of individuals helping 
to provide leadership. 

Between September 1 ami 11, 1987, no less than 32,000 people, 
representing 10,000 Distal accounts, came to Boston’s World Trade 
Center fa* a two-and-ahalf day tour of Decworld. During their stay, 
wfas saw a gigantic cfisplay of what Digital products could do for 
them. They attended lectures cm computing and related subjects, 
choosing from a schedule that included 125 possibilities. They met 
Digital executives and had the opportunity to talk to their peers from 
ether firms at a variety of social events—some hosted aboard the QE2 
ocean bier or die Starship Oceanic, both of which were anchored 
next to the World Trade Center and used as floating hotels during 
this entire event. The visitors had dozens of opportunities to see new 
prcxhacts, hear new ideas, ask questions and learn. Most left Boston 
extremely impressed. 

Successful ex h ib i tions of people and products are not at all unusual; 
fires have them ail the tune. What is unusual here was the scale of 
dim event; Decworld ’87 was dm largest such exhibition ever put on 
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by a single corporation, probably the largest by far. By many mea¬ 
sures, it was also the most successful exhibition erf to land. 

The free publicity alone, which was worldwide and often triggered 
by the two huge ocean liners, was worth tens fend probably even 
hundreds) of millions of dollars. Relationships were developed or 
strengthened with thousands of customers who controlled many bil¬ 
lions of dollars worth of computer budgets. In terms of short-term 
business, in the three-and-a-half months following Decworld ’87, Dig¬ 
ital identified over $2 billion worth of new business in which the 
exhibition was mentioned as a contributing factor. 

What is so extraordinary about the whole story is not, however, 
any of these statistics; it is that most large corporations would not 
even dream of trying something like this, because they could not 
imagine how it could be done: getting 25,000 employees, all of whom 
still had to perform their regular jobs, to put on a brilliantly conceived 
and superbly executed special event. 

Yet, Digital people did it. They created and implemented a personal¬ 
ized campaign to get thousands of individuals to take time from their 
busy schedules to come to this event. They built a gigantic exhibit 
with $30 million worth of equipment organized into displays, by in¬ 
dustry, so customers could clearly see what Digital could do for them. 
They created their own special closed-circuit television network with 
four anchors from local stations, and offered guests relevant pro¬ 
gramming in their hotels from 6:00 am. to 11:00 pj«. each day. They 
designed and implemented hundreds of special events for specific 
industries or major customers. They handled a logistical nightmare, 
which included serving 10,000 lunches a day. And they did all this 
with remarkably few mistakes, with a zest and style that impressed 
nearly everyone. 

The leadership challenge of creating the various parts of this event, 
and the management challenge of seeing that it happened cm time and 
on budget, were monumental. Yet these challenges were met—not by 
a single individual, nor by a small group of people like Cook and 
Arnault, but by a huge group of middle-level managers and profes¬ 
sionals, most of whom played limited, but nevertheless important, 
roles. 

At the center of tins group were two teams of people, tot allin g 
about forty individuals. These teams provided much of the global 
leadership and management for the event. They worked with CEO 
Ken Olsen and Digital’s top management to develop the basic concept 
for Decworld '87. They communicated that tfiiectkmtotbe rest of the 
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firm. They establis he d overall timetables, a budget, and a structure 
for getting things done. They met regularly as the event got closer 
closer to make sire things were on track, and to build up the 
ewriinsiasm that would be needed to make this all happen. 

Berth of these teams were headed by Dallas Kirk, the only Digital 
employee who was assigned full-time to Decworld. A former market¬ 
ing manager for the electronics industry marketing group, Kirk, 
more than any other single individual, played the role of visible leader 
and head cheerleader. In doing so he worked very closely with Car¬ 
men Codetta. A financial manager from one of the marketing units, 
Coletta was officially in charge of finances for Decworld, but he also 
played Mr. Manager to Kirk's Mr. Leader. Using the budget as both a 
planning and control toed, Coletta organized the effort to establish 
targets and timetables, and to keep things on track. As a team, Kirk 
and Coletta provided a degree of strong leadership and management 
that neither of item could have given separately (see Exhibit 6.2). 

Others in this central group included Janet Shipman, Craig Zamzow, 
Elizabeth Strong, and Kent St. Vrain. Shipman was responsible for 


Exhibit 6l2 Teamwork at Decwortd '87 



By wtog ttoj/f KMc and Coletta provided a degree of 





Multiple Roles 87 

developing and producing all the communication vehicles—including 
programs, invitations, signs, posters, the television network—as well 
as the overall visual look of the event. Zamzow was in charge of the 
display floor. His job was to turn Boston’s World Trade Center into one 
gigantic interconnected set of multimillion dollar computer displays. 
Strong had responsibility for events. This required designing and im¬ 
plementing over 1,000 different activities, ranging from cerebral sem¬ 
inars to New England clambakes. And St. Vrain handled the invitation, 
registration, and housing of all the guests. 

One step away from this center was a much larger group, 3,500 or 
so, who helped Shipman, Zamzow, Strong, and others. These individ¬ 
uals either managed or provided leadership for some specific part of 
the overall event—the demonstrations created for customers in one 
particular industry, for example. Assisting them were over 11,000 
other Digital employees, who designed the various demonstrations, 
physically built and tested the systems, trained others to give demon¬ 
strations, and did hundreds of related activities. 

Finally there were over 10,000 people who were physically present 
at Deeworld for some period of time: running demos, giving 
speeches, handing out programs, having business meetings with 
customers, or trying to direct and motivate people doing these and 
other jobs. Most of those people carried out individual contributor 
assignments. But a sizable number of them were also asked either to 
manage some discrete event, to provide some leadership on a specific 
activity, or to do both. 

In total, a huge number of people, in one form or another, helped 
provide some of the leadership and/or the management which this 
exhibition demanded in great quantity. Even more so than was seen 
in the ARCO case, they did this in a multitude of relatively small roles. 
This leadership with a lower-case (little) "1” may have been pretty 
modest in the case of many specific individuals, but collectively it was 
extraordinarily powerful. And it was at the very heart of the success 
erfthis event. 

Among U.S. firms its size—1988 revenues of $11.5 billion—Digital is 
very unusual in its capacity to elicit leadership from significant num¬ 
bers of middle-level managers and professionals. But compared to the 
most successful large firms in the world over the past twenty years, it 
is not at all unusual in this respect. 

Many of those firms, the most successful worldwide, are from 
Japan. They include Sumitomo (banking), Matsushita (consumer elec- 
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traoics), Toyota fears and trucks), Nomura (securities), Canon (copi¬ 
ers}, and many others. When Americans think of the Japanese, they 
rarefy think of leadership. Yet those corporations, in their cuhuralfy 
iftdinri way, have done a brilliant job at both management and lead¬ 
ership. The evidence of this is very clear, both in terms of results 
feraagj^ewrty meeting the expectations of customers, bankers, etc., 
whale also aggressively changing to meet new conditions) and in 
terms of factors that produce those results (good plans, organization, 
and controls coupled with a dear sense of direction, alignment to that 
cfinectkm, and highly motivated people). But they have achieved all 
tins, not hi the traditional American or European manner which 
often stresses a strong John Wayne-like figure at the top, but in a way 
that looks much more like Digital’s. 

successful Japanese corporations frequently have excep¬ 
tional individuals as CEOs. But a large part of the leadership in these 
firms comes from groups more than from individuals, and the groups 
are usually at middle levels. Hundreds of people play some role, yet 
often so modest that when me looks at single individuals, one rarely 
sees anything that resembles Western-style leadership. But leader¬ 
ship it is, and as a collectivity, it has helped firms adjust brilliantly to 
crises, yen/doflar arises, protective trade legislation, and much 
mote—crises that would absolutely devastate many large corpora- 
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Informal Networks 


L eadership from multiple sources in a single situation does not 
have to converge; to the contrary, it can easily conflict. In extreme 
cases, the conflict can be disastrous; strong-willed individuals with 
competing visions can create a warlike atmosphere which squanders 
resources, accomplishes little, and exhausts everyone. 

For multiple leadership roles to work together, something must co¬ 
ordinate the actions of people in those roles. In particular, a mecha¬ 
nism is needed to help link emerging visions together so they 
harmonize instead erf compete. This can be most difficult to accom¬ 
plish, but it is possible; consider the cases at ARGO and Digital. The 
key, however, is not the sort erf thing that coordinates management 
roles. It is something quite different, something more suited to the 
character and function of leadership. 

We take it for granted, more or less, that it is possible to have multiple 
people helpmg with a managerial process as long as their roles are a 
part of an intelligent formal structure which explicitly defines mana¬ 
gerial roles and links them in a chain of command. Such a structure 
helps coordinate people both by reducing conflict and by resolving 
conflict in sensible ways. Job descriptions that are relatively unam¬ 
biguous and do not overlap much help achieve the former; they re¬ 
duce conflict, for example, by minimizin g the chances of a territorial 
dispute. The chain of command helps achieve the latter by providing 
a mechanism that can resolve disputes; no matter which roles are in 
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conflict, in a chain of command there is always someone hierarchi¬ 
cally linked to those roles who can provide the needed coordination. 
test as importantly, berth job descriptions and the chain of command 
tan, through the planning process, help produce a totally integrated 
set of plans which, in a sense, resolves conflict even before it occurs 
and becomes disruptive. 1 

it is tempting to assume that these same mechanisms, or some slight 
variation, can coordinate leadership roles. But they cannot, and for 
reasons that follow directly from the inherent differences between 
management and leadership. 

Once again, much of this has to do with routine activities versus 
non-routine ones, or in a broader sense, with stability versus change. 
Formal structure handles routine extremely well. It does not deal 
with the novel and unexpected events associated with change nearly 
as well, and for a very simple reason. When things change a lot, it is 
not possible to define jobs in unambiguous and non-overlapping 
ways. Sometimes it is not even possible to know what jobs will be 
needed m die future. As a result, a great deal more conflict is gener¬ 
ated and a lot more has to be actively resolved. Beyond a certain 
point, this overwhelms the hierarchy's capacity to deed with this sort 
of situation. People at the highest levels in the structure end up 
spendfog more and more time trying to cope with increasingly ran¬ 
corous disputes. Decision making becomes slower and slower. Ten¬ 
sion grows. Eventually the system collapses. 2 

Whai leadership roles are coordinated well, it is with something 
that is more flexible and adaptive than formal structure, and is there¬ 
fore more able to deal with non-routine and with change. That some¬ 
thing is more informal than formal, and is more spider web-like than 
Moaidacd.’ 

At both ARCX3 and Digital, there were a multitude of good working 
relationships among people in the various specialized leadership 
roles. These individuals often knew and respected each other. In 
s&bob cases they had worked together for decades and were very 
dose personally. They shared common values which helped bind 
them together. In some cases, they even shared similar world views. 

These thick networks of informal relationships help coordinate 
leadership activities in much the same way as formal ftructiire coor¬ 
dinates man a ge rial activities. The key difference is that thick inf or- 
mrf networks e®n deal with the greater coordinating demands 
associated with non-routine activities and change. The multitude of 
COCEUmiI ®cation channels and the trust among the individuals con- 
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neeted by those channels allow for an ongoing process of accommo¬ 
dation and adaptation regarding who will play what role. When con¬ 
flicts arise between roles, those same relationships among parties 
with shared values help resolve the conflicts. Perhaps most impor¬ 
tant, this process of dialogue and accommodation can produce visions 
which are linked and compatible instead of remote and competitive. 
All of this requires a great deal more communication than is needed 
to coordinate managerial roles, but unlike formal structure, thick in¬ 
formal networks can handle that communication (see Exhibit 7.1). 

The importance of linked visions cannot be overstated. Without 
them, the dialogue and accommodation needed to coordinate every¬ 
day actions would eventually overwhelm the capabilities of even the 
strongest informal network. With interlocked visions, people in spe¬ 
cialized leadership roles can act quite independently, yet without con¬ 
stant conflict with others. In the Kentucky Fried Chicken story, for 
example, at least a dozen people had to develop visions for their par¬ 
ticular pieces of the project. Yet because these visions were consistent 
with Dick Mayer's overall concept, and because inconsistencies 
among them were worked out, these individuals were able to proceed 
with some autonomy, and the whole project was able to move with 
unusual speed. 

Thick networks can even help coordinate leadership and manage- 


Exhibit 7.1 Coordmating Management Boles vs. Leadership Rotes 

MuB&e Mutipie 

Management Roles Leadership Roles 


Primary 

coontinating 

mechanisms 


Process by 
which 

mechanisms 

work 


Formal structure (job descriptions 
and chain of command) and 
i n teg ra ted plans. 


Job descriptions specify 
responsfoSties and authority and 
reduce conflict by minimizing 
ovedap between jobs. Chains of 
command ink afi lobs, and thus 
provide a vehicle for rasdMng 
conUcL These same 
mechanisms, when applied to toe 
pfenning process, create an 
Integrated set of plans, which 
stagnate iitura conSct 


Thick informal networks (good 
working relationships among 
many people who share certain 
values^ and overlapping visions. 

The mottude of good 
convnunicahoii channels and 
mist among people in toick 
informal networks aSow for an 
ongoing process of 
accotrwnodahon and ad ap t atio n 
ragarcing who pfe^s what rate, 
and ragarcing coiittct amoi^ 
rales. Those channels also help 
produce visions that ara feted 
and compatible instead of raraote 
and oompehtaa 
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man rotes when they are performed fay different people, as in the 
case of Dallas Kirk ami Carmen Coletta at Digital. 

Ofeourse, informal relations of some sort exist in all corporations. 
But all too often these networks are either very thin—some people 
are weffl connected but most are not—or they are highly frag¬ 
mented—a tight network exists inside the marketing group and inside 
B&D but not across the two departments. Such networks do not sup¬ 
port multipie leadership initiatives well. 

B ec ause of all this, thick informal networks are vitally important to 
leadership, and one finds them wherever multiple leadership initia¬ 
tives work in harmony. They were present at Dundee. They were 
very much a part of the American Express story. The successes at 
Kodak and Kentucky Fried Chicken depended upon them. The same 
ram be said of all the best Japanese corporations. So important is the 
network, that if It does not exist or is inadequate, its creation has to be 
tfae focus of activity early in a major leadership initiative. 


The story of Procter & Gamble's paper products division in the mid- 
1980s is a good example of a business turnaround produced by multi¬ 
ple leadership initiatives m a setting that did not, at first, inchide an 
adequate informal network. 4 

Paper products at Procter &, Gamble is made up of well-known 
brands like Bounty (paper towels). Pampers (disposable diapers), and 
Charmin (bathroom tissue). The division is a key revenue producer 
among P&G *5 feral, soap, health, and beauty care businesses. 

Although P&G is over 150 years old, the paper products division 
was only started in 1956 with the acquisition of the Charmin Paper 
Company. Charmin had rate product, bathroom tissue, which was 
sold reg ionally in the United States. P&G moved very aggressively to 
grow this business, and was enormously successful over a period of 
twenty years. The firm used a three-pronged approach. Product de¬ 
velopment expertise was utifized to extend the range of the product 
toe; disposable diapers, fear example, were introduced in 1961. New 
manufacturing technologies were developed to produce high-quality 
paper goods at a few cost. Then, marketing and sales expertise was 
used to eapand geographically the cBSributaon of products—to na¬ 
tional markets and then international. 

At first, P&G had little competition for these innovative, high- 
quality, reasonably priced, and well-marketed consumer goods. By 
the late 1970s, that had changed. Huggies by Kimberly Clark made 
important inroads into Pampers' market share. Northern bathroom 
tissue and Brawny paper towels, both produced by James River, be- 
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came more and more successful. The Scott Paper Company devel¬ 
oped a more aggressive and effective stand. Inexpensive private la¬ 
bels produced by firms like Georgia-Pacific, Weyerhaeuser, and Fart 
Howard, began to consume additional market share. In combination, 
these new competitive thrusts hurt P&G, and hurt them badly; indus¬ 
try analysts estimate that P&G's market share for disposable diapers 
fell from 75 percent in the mid-1970s to 52 percent in 1984. 5 

When senior management realized the magnitude of the problem, 
they began assigning people to the paper products division who they 
felt could help produce a turnaround. Chief among these new people 
was Richard Nicolosi. 

In April 1984, Nicolosi came to paper products as the associate gen¬ 
eral manager. After three years in P&G’s smaller and faster-moving 
soft drink business, he found an organization that seemed very func¬ 
tionally oriented and centralized. The focus was internal, on func¬ 
tional goals and projects. Almost all information about customers 
came through highly quantitative market research. Tim technical 
people were rewarded for cost savings, the commercial people fo¬ 
cused on volume and share, and the two were nearly at war with 
each other. 

During the late summer of 1984, top management announced that 
Nicolosi would become the head of paper products in October. By 
August, he was effectively running the division. His first major move 
was made in September, when for three days, he and his eleven di¬ 
rect reports met off-site. "I had to make it very dear,” Nicolosi later 
reported, "that the rules of the game had changed.” 

It was a difficult meeting; the twelve individuals were not used to 
working as a group. Nevertheless, with the help of a person skilled in 
team building, they initiated a dialogue, started to improve their 
working relationships, and began the formulation of a new direction 
for the division. 

The new direction was one that included a much greater stress on 
teamwork; the strategy of using groups of people to manage the orga¬ 
nization and specific products was pushed by Nioolosi and accepted 
by most of the others. So was the idea that the division needed to 
become much more creative and market driven, instead of just trying 
to be a low-cost producer. They also discussed die need to move more 
quickly with innovations, the notion of focusing more on customers 
and total quality, and the concept that business performance should 
be their objective, not endless analyses and functional projects. 

In October, these same twelve people designated themselves as the 
paper division “Board” and began meeting monthly. Six months later. 
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these meetings increased in frequency to weekly. During this period, 
Board member * who were obviously having difficulty fitting in with 
the group and ad justing to the new direction found assignments in 
other parts of P&G. 

to November, the Board established “category teams" to manage 
their major groups of brands (e.g., diapers, tissues, towels). Nicolosi 
and a few others spent many hours explaining to the departments 
ami the new teams their emerging vision of how the division would 
now operate, and the role of these teams. Wendy Williams 6 developed 
a workshop to help category-team members think about their new 
jobs in terms of leadership. At the same time, Nicolosi and his Board 
started pushing responsibility down to these category teams and urg¬ 
ing them to be bold. "Shun the incremented,” he would say, "and go 
for the leap.” To encourage creative thinking, Nicolosi also started 
s ending coun t le ss notes to people. "Have you considered this?” "What 
about tins idea?” 

to December, Nicolosi selectively involved himself in more detail in 
ce rtain activities. He personally met with the advertising agency and 
got to know key creative people. He asked the marketing manager of 
(Sapors, Peter Hemme, to report directly to him, eliminating a layer in 
the hierarchy. He talked more to the people who were working on 
two new development projects for products that would eventually be 
known as Always Plus and Ultra Pampers. 

fa January 1985, the Board announced the following new organiza¬ 
tional structure that included not only category teams, but also new 
brand business teams: 
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At first there was considerable confusion about how this structure 
would work. But there also was a good deal of excitement. To help 
people think about their rotes in the new structure, a couple of indi- 
viduals on the Board began to talk much less about managing and 
much more about leading. 

By April, with strong encouragement from Board members, manu¬ 
facturing and engineering started focusing on “Total Quality." People 
like Steve Brunner and Paul Kissling looked for systemic ways to 
make the operation more productive and profitable. 

In May, with a clearer sense of the direction needed for the division, 
the Board planned in great detail a major event for June 4 to commu¬ 
nicate that vision to as many people as possible. On that day, all the 
Cincinnati-based personnel in paper plus sales district managers and 
paper plant managers, several thousand people in total, met in the 
local Masonic Temple. Nicolosi talked passionately about the chang¬ 
ing competitive environment and the need for all of them to change. 
Board members described their vision of a division that achieves con¬ 
sistent volume and profit growth by being the world’s number one 
marketer of superior value paper and disposable products to the con¬ 
sumer, an organization that achieves that end by providing the best 
possible environment for human growth, contribution, and produc¬ 
tivity, that runs the business with a total quality approach, that fos¬ 
ters creativity and innovation, that has a superior understanding of 
the consumer and the competition, that works in collaborative teams 
with short and open lines of communication, and in which “each of us 
is a leader.” This was followed by a brief communique from each 
category-team leader who reinforced the message. Next came a 
broadcast-quality video that starred some of these same people sing¬ 
ing and dancing. 

After the video, everyone was ushered onto a riverboat which pro¬ 
ceeded to cruise up the Ohio River to Coney Island Amusement Park. 
At the park, there were more speeches, a sit-down dinner, another 
video on "the new direction," and a brass band for everyone’s amuse¬ 
ment. The evening ended with fireworks. More than one long-tenured 
P&G employee washeard saying, 'Tve worked for this company for a 
lot of years, and I’ve never seen anything quite like this before.” 

The entire June 4 affair was videotaped. An edited version was sent 
to all sates offices and plants, and virtually all of the division’s employ¬ 
ees who were not at the event saw the videotape. 

After this extravaganza, the departments and category teams 
began to develop their own vision and strategy statements. One de- 
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partment tot*, seventy people off-site for two days, and another in¬ 
volved everyone "down through the secretaries.” These meetings 
were sometimes difficult, but not nearly as contentious as the first 
off-sate meeting of the Board held the previous September. By now a 
combination of the new structure and divisional vision, both of which 
encouraged teamwork, together with selective personnel changes, 
training in teamwork, and lots of team-building meetings all con¬ 
spired to create many more healthy working relationships within and 
across departments. 

To reinforce these direction-setting actions and encourage them, 
members of the Board spent endless hours talking about the overall 
direction and the progress they were making, all with great enthusi¬ 
asm. Nicoiosi traveled two days a week to plants and sales offices. He 
warded everyone to see las personal conviction and commitment to 
the changes that were being made. Many people found his enthusi¬ 
asm to be infectious. 


to August, the Board began looking for some “early wins" that could 
give the new visions credibility and help motivate everyone. They 



and towefe.The approach was simple: Forget maximizing profit mar¬ 
gins for now, go for share; when the business starts growing, the 
focus can shift to getting margins up. They also began focusing more 
time oo two new products: Always Plus and Ultra Pampers. Each of 


Late that same year, the management of the paper division began 
planning a process by which people new to the organization could be 
quickly introduced to their changed orientation. Starting in January 
1986, all new managers were brought to Cincinnati for three-and-a- 
half days (hiring which they met other divisional employees, and 
he^^MJttthebuiBesstirectiixi. 

Tb keep old employees on track, Nicoiosi began rewarding each and 
every achievement with personal notes, flowers, and plaques, in addi¬ 
tion to the usual promotions and raises. Other senior executives did 
the same, and by midyear almost everyone was talking about the 
“cultural change" at paper. A report written during the s ummer of 
1986 reported “better cmnmuxucation, collaboration, and trust, and 
more teamwork” is., a much thicker informal network of relation¬ 
ships). ft also reported “more focus and direction, more ami better 
strategies, better alignment, improved morale and better, faster, and 
more initiatives” la., more leadership from multiple sources). 

By then, leadership was bubbSng up all over the division. 
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P&6 development engineers had known about AGM (absorbent gel¬ 
ling material) for years. When three Japanese companies found a way 
to make this substance for a third of what it had previously cost, P&G 
engineers decided to try to use it to make a diaper. Its capacity to 
absorb twenty-eight times its weight in water would, at least in the¬ 
ory, help make a much thinner, better fitting, and better performing 
product. 

The prefect was launched in 1983; the development organization 
created a successful diaper, and in October 1984 manufacturing pro¬ 
duced a first batch. A number of people on the paper products Board 
liked the product concept because it was a leap forward. When Jay 
Curry was appointed brand manager, he was given no other respon¬ 
sibilities to divert his attention from this important innovation. 

The new product offered two obvious marketing challenges. First, 
consumers had been taught to believe that thicker was better for 
diapers. Second, chemicals of any kind next to the human body, much 
less a baby's body, were thought to be off limits. Some people felt 
these two red flags dictated a slow approach and much caution. But 
all the people working on the AGM project were urged to move ahead 
and move ahead quickly. When they did, the Board supported their 
initiatives. 

To overcome the concern about chemicals, the AGM team spon¬ 
sored clinical studies of the product in use, and collected endorse¬ 
ment after endorsement from doctors—something that had never 
been done before in disposable diaper marketing. To deal with the 
thicker-is-better problem, they worked on advertising and decided to 
send samples directly to consumers' homes at the time of national 
expansion—again, something that had never been done before in the 
diaper business. 

In September 1985, the brand team chose a name for the product, 
despite conventional wisdom that held you never use a word like 
"ultra” on a brand because it somehow denigrates the regular prod¬ 
uct. The team ignored traditional thinking and called the AGM prod¬ 
uct “Ultra Pampers.” 

A test market was run in October 1985, and national expansion 
began the following February. Instead of a traditional slow and me¬ 
thodical roll-out, the product was offered nearly everywhere from 
♦he very beginning. The idea, again untraditional, was to surprise the 
competition. 

The results were impressive; with the aid of this new product, the 
Pampers line went from a 40 percent share to 58 percent, and its 
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profitability went from break-even to substantially positive. The once 
sleepy paper products division scored a major victory. 

At the same time that P&G was making a comeback in a category in 
wUchithad been traditionally very strong, the firm also was making 
map inroads in a new sector: catamenial pads. 

Seventy-five percent of women experience some form of failure, 
Awing their period, from the pads or tampons they use for protec¬ 
tion. With this in mind, Joe Makey in product development, Tony 
Jones in manufacturing, and a few others at P&G decided to try to 
create a new product that was not just an incremental protection 
improvement—but something that was more revolutionary. 

p&G development engineers ran studies to find what caused sani¬ 
tary products to fail. They discovered that most of the problem was 
due to area coverage; pads are two inches wide, but panty crotches 
are three inches wide. After much experimentation and effort, they 
found a way to add extra area coverage and reduce the failure rate 
from 75 percent to 25 percent. The product, eventually called Always 
Phis, was odd looking; but in terms of performance, it was a leap 
forward. 

Early in 1984, a brand group was assigned to manage the product. 
Betsy Frye was made brand manager. A passionate and visionary in- 
dmhd, she beheved strongly in the concept and its potential. But 
she quickly identified a problem with selling it—communicating what 
tins oddtookmg product was, what it did, and how to use it. 

The Board liked Always Plus from the beginning; it clearly fit their 
emerging vision of the kind erf product they wanted to market. They 
made this dear to Frye, and energetically supported her efforts. 

The initial test market for Always Hus was Columbus, Ohio, in Feb¬ 
ruary 1985. The results were disappointing. Historically, a disappoint¬ 
ing Is* marks: would slow or even kill a new product. The Board 
urged die brand team not to Is this happen, but to use the experience 
as so m et h ing to team from. Frye accepted the challenge and did just 
that 

Over a two- to three -mon t h period, Betsy Frye convinced the adver- 
tisiqg agency that the ads needed to be changed, and had to be more 
rf consumers were to understand the produS. This would 
woeoA actually showing underwear and using the word "panties” in 
*devision spots—-something that had never been done before. After 
muchducussion, the agency followed Ft-ye's lead. The new advertis¬ 
ing tried in a second test market, this time in Phoenix in July 
1985. The results were much better. 
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During the fail of that year, the team geared up for national expan¬ 
sion. Convention dictated that they use the same ads and other mar¬ 
keting devices in national expansion as were used in the successful 
test market. But between the summer of 1985 and the spring of 1986, 
the agency developed yet another ad. Many who saw it thought the 
new ad was better. Nicolosi was asked for his opinion. "Forge* the 
rules,” he said, “and do what is right." 

In a roll-out that began in May 1986, the new ads were used. The 
results started strong and then grew even stronger. The Always 
product line went from a negative to break-even profit position up to 
a substantial profit, and at a speed much faster than expected. Always 
Plus took the brand from second or third place to nearly a tie for first 
in its category. Overall, it was another major victory. 

Most innovative initiatives during this period came from people deal¬ 
ing with new products like Ultra Pampers and Always Plus. But not all. 
Some thrusts were more oriented toward a functional area, and some 
literally came from the bottom of the hierarchy, in the spring of 1986, 
a few of the division's secretaries, feeling empowered by the new 
culture, developed a Secretaries Network. This association established 
three subcommittees: one on the secretaryofthe future, oneon train¬ 
ing, and one on rewards and recognition. The training committee, for 
example, worked with the personnel function to create a development 
seminar for secretaries; the first was held in the fall of 1986. The 
network sponsored a meeting in April 1987 to “foster better commu¬ 
nication and trust among support staff” which was attended by 187 
secretaries. Network subcommittees also helped write a training and 
reference manual for secretaries, and launched a regular newsletter 
called “The Secretarial Agenda." Echoing the sentiments of many of 
her peers, one paper products secretary said: "I didn’t see why we 
cant also contribute to the division's new direction." 


The year 1987 saw more new product successes; Luvs Dehix was 
introduced in May and within only a few months the market share 
for the overall brand grew to 150 percent of its previous level. Accom¬ 
plishments like the were trumpeted in a twelve-page pamphlet sent 
to all divisional employees in the summer of that year. Called "A Cele¬ 
bration of Progress," this booklet started with a letter from Mookm: 
“On June 4, 1985, we began a journey to excellence .... " It then 
included dozens of comments by people, along with their pictures, 
regarding what they have done to help make the vision a reabty; 
described the new “paper division operational approach’: and talked 
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about the 1987version of their vision, mission, and strategies. Finally, 
the booklet showed pictures of people on the Board, and concluded 


The bottom line, according to interviews conducted in late 1987, 
was: "We have successfully made some necessary alterations in a 
deeply embedded culture—no small accomplishment even by itself— 
and these changes are having a big impact. Versus a few years ago, 
what has happened in all our categories is that we are generally here 
in the marketplace ahead of the competition with new ideas.” Eco¬ 
nomic results, as of the end of 1988, looked like this: Revenues were 
up 40 percent over a four-year period. Profits were up 66 percent. 
And this happened despite the fact that the competition continued to 
get tougher. 

Really strong competition almost always creates continuous change 
in an industry, as firms struggle again and again to gain some advan¬ 
tage. If an individual business is at all complex—a la the paper division 
at P&G—it will have to change in thousands of ways to adapt to those 
conditions, and that magnitude of change demands leadership efforts 
initiated by a multitude of people. Nothing less will work. 

That does not mean that angle individuals are not important. 
Nioolosj was obviously central to this story. But it took more than one 
person to set the division on a new course, align people to it, and 
inspire them to action. It required more than one strong executive to 
create die thick informal networks needed to support multiple lead¬ 
ership initiatives: by creating the Board and getting it to become a 
model of teamwork, by getting groups of people throughout the divi- 
sion to develop visions and strategies, by creating a new organiza¬ 
tional structure that forced more teamwork, by communicating 
endlessly the new divtskm-levelvision, by replacing key people who 
were having trouble fitting m, and by creating the type of group 
celebration held in June 1985. It took more than one person to en¬ 
courage people to lead, and to support their efforts, especially when 
those individuals came under attack from entrenched bureaucratic 
factions. 

In the final analysis, it was ieadersltip from all those on the Board, 
and then from dozens of other people, that produced die turn¬ 
around. Nothing less would have worked. 
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Heredity and Childhood 


I t is generally accepted today that management can largely be 
taught to adults either in school or on the job. It is also widely 
believed that leadership is much more difficult to teach, but consen¬ 
sus on its exact origin stops there. Some people think that genes and 
early life experiences create leaders. Others point to events later in 
life. Indeed, few questions have caused more heated debate over the 
years than: Are leaders born or made? 

It is not possible to say with certainty or precision much about the 
roots of leadership. Nevertheless, an assessment of the current state 
of our knowledge in this area is important because any attempt to 
increase the amount of leadership in organizations must be based on 
some assumptions about the role of heredity and childhood. Hie bet¬ 
ter the assumptions, the more successful these efforts will be. 

In the late 1970s, I studied in some considerable depth a group of 
successful executives who were in jobs like Adamson's, Gerstner's, 
and Mayer's, 1 and worked for nine different corporations in a wide 
variety of industries. Over a two-year period, each executive was ob¬ 
served in his work setting at some length, as well as interviewed and 
tested. Their colleagues were also interviewed, and relevant com¬ 
pany documents were obtained. 

Although there was a great deal of diversity in terms of what these 
executives did and how they did it, there were also some fundamental 
similarities, especially among the ones who appeared to be perform¬ 
ing their jobs most effectively. Specifically, they created agendas for 
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themselves made up of loosely connected sets of short-term plans, 
medium-term strategies, and long-term visions. They each hoik re¬ 
source networks that could accomplish these agendas by staffing and 
structtaring the jobs reporting to them, by communicating their plans 
and visions to people, and by establishing cooperative relationships 
with a broad range of individuals whose help they might need. They 
then actively sought to influence people in those networks when nec¬ 
essary to assure the achievement of their agendas, and did so in a 
wide variety of ways, sometimes trying to control people and activi¬ 
ties, sometimes attempting to inspire others to new heights of perfor¬ 
mance. Overall, this behavior was extremely complex and, as has 
been reported In other in-depth studies of executives at work, 2 did 
not look much like traditional management. 

What these executives were doing, employing the language of this 
book, was a combination of management, leadership, and still other 
things (chief among which was the development of sources of power 
that could help them manage, lead, and get promoted). But all of these 
various aspects of behavior were highly intertwined. They did not 
manage for fifteen minutes and then lead for half-an-hour. Instead, in 
the course of a angle, five-minute conversation, they might try to see 
if some activity was proceeding as planned (a control part of manage- 
ment), gather information that was relevant to their emerging vision 
(the direction-setting part of leadership), promise to do someone a 
favor (an aspect of power development), and agree on a series of steps 
for accomplishing some objective (the planning part of management). 
As a result, to the observer, what they were doing did not look much 
like management or any other recognizable activity. The managers 
themselves even found their own behavior difficult to describe and 
explain. 

Nevertheless, although this behavior was complex, when one took 
into account the nature of their jobs and the demands placed on 
them, it basically made sense. Again employing the language erf this 
book, they ware being asked to produce consistent short-term results 
to satisfy key constituencies, and so they managed. They were also 
being asked to help their organizations adapt to changing competi¬ 
tion, technology, and markets, and so they led. But their jobs did not 
automatically give them the power to lead or manage effectively, es¬ 
pecially the former, so they built and maintained personal power 
bases. Because doing ail this could consume 100 or more hours a 
week, they found efficient ways to accomplish multiple purposes in 
single activities or interactions; as a result, various aspects erf manage- 
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ment, leadership, and power development behavior became highly 
intertwined. 

An analysis erf why they were able to do all this well uncovered a 
significant number of seemingly relevant personal characteristics, 
many of which appear to have helped them lead .* For example, almost 
all of them had a set of interpersonal skills and interests which al¬ 
lowed them to relate to a broad range of people in their business 
contexts; these attributes helped them gather information in the 
direction-setting aspect of leadership, communicate effectively in 
aligning people to that direction, and stress the right themes in their 
efforts to energize individuals. 

Of the characteristics they shared, approximately one-third proba¬ 
bly have roots in heredity or early life experiences. A typical example 
would be above-average intelligence, an asset that appears to he par¬ 
ticularly helpful in the direction-setting aspect of leadership in com¬ 
plex settings. The rest of the shared characteristics are more 
obviously associated with experiences that come after puberty. A typ¬ 
ical example would be a strong track record that establishes one's 
credibility, and thus helps the aligning aspect of leadership. 

This study is interesting because an analysis of the leadership pro¬ 
cesses described in Chapters 3 through 5, and of the people involved 
in these processes in the stories recorded in this book, reveals some¬ 
thing similar. A list of fifteen to twenty attributes seem to be shared 
by the Adamson’s and Gerstner's and Nicolosi’s of the world, and four 
of these characteristics are probably fixed or largely set earfy in life. 

Perhaps the most obvious of the characteristics that sue estabifehed 
before puberty is one relating to drive, ambition, or energy level. 
People who provide effective leadership in "L" roles always seem to 
have above -average energy levels, often much above average. They 
appear to thrive on achieving something important and being in a 
position of influencing others to achieve. Ibis inner drive is often 
associated with high personal standards, a certain dissatisfaction 
with the status quo, and a tendency to push for continuing improve¬ 
ments (what the Japanese call “Kaizen"). Observers often sense this 
restless ambition after befog with people like Jim Ada m s on er Jan 
Carlzon for only a short period of tfooe, Even if it is not obvkH® ©n tiie 
surface, individuals who know these people well always talk about 
this attribute. 4 

A strong internal drive to achieve and simceed is probably essential 
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tuloly exhausting. The hours are long. The problems can be huge. Yet 
It takes a sustained effort for years in those jobs to accomplish the 
kinds of changes associated with leadership. It is difficult to imagine 
people with less than a high level of internal drive handling the hours 
and the problems over such a long period of time. 

Energy level can be affected by adult experiences. Heading Lee 
Iacocca's first book/ one cannot help but feel that a part of his drive 
to make Chrysler succeed was fueled by his being fired by Henry 
Ford II. Nevertheless/ for most people most of the time, internal moti¬ 
vation is probably established early to life, People who knew Lou 
Gerstner, for example, either when he was a child or a young man, 
regularly comment on his determination and drive even then. Genes 
may play some role in this, but for certain a child’s relationships are 
very important: to mother, father, and other close figures. 

Some form of intelligence or intellectual skill seems to be a second 
relevant attribute. The nature of intelligence is a controversial issue 
today. Aa a result, it is not possible to say much here except that 
people who provide effective leadership to big jobs appear to be al¬ 
ways above average in some basic form of Intelligence, although they 
rarely seem to be geniuses. Occasionally this is obvious; Mayer and 
Gerstner have minds that quickly impress. Sometimes this is more 
subtle; Mary Kay hides her considerable IQ under Southern lace, 
Intellectual skills and abilities are probably especially important to 
direction setting. Assimilating a huge quantity of diverse information 
and sensing relevant patterns in that information is a task of consid¬ 
erable cognitive complexity,* 

This attribute is certainly developed by education to childhood, but 
It undoubtedly has some biological roots/which means heredity and 
pre-natal care. It is an unusual person who appears to have below- 
average Intelligence at age ten and Chen above-average at age forty 
toy all reasonable measures, not just an IQ test or one set of school 
grades). 

Mental or emotional health seems to be yet another important attri¬ 
bute. People like Bob Crandall and Lod Cook appear to carry a mini¬ 
mum of "psychological baggage" and rarely if ever seem narcissistic, 
paranoid, or highly insecure.' This allows them to interact with the 
world, and particularly with people, with a minimum of distortions or 
problems. In a sense, emotional health Is probably a base upon which 
so-called Interpersonal skills grow. When that base is missing or 
weak, those kind of skills seem to have difficulty emerging in later 
yuan*. 
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This trait is probably very useful in all aspects of the leadership 
process, because all three parts have an interpersonal component. 8 
But to particular, it must certainly help a great deal to motivating 
people, where an accurate reading of feelings and values is impor¬ 
tant. And a lack of distortion must be essential to direction setting; 
some of the most terrifying leaders throughout history seem to have 
let their deep emotional problems create tragic visions. 

Mental health has some roots to biology; psychosis has been related 
to chemical imbalances that may be inherited. It also involves early 
Me experiences; a great deal of Freud's pioneering work demon¬ 
strated how certain kinds of events to childhood create neurotic de¬ 
fensive routines which can persist throughout life. 

Integrity seems to be another important attribute, for at least two 
reasons. Many people are remarkably capable to assessing whether a 
person values others and their well-being; they just watch what the 
person does and what impact that has. Someone whose integrity is 
questioned by others will, to particular, have great difficulty with 
alignment. People will not believe what he or she says, and they will 
be very reluctant to follow his or her lead. 

Integrity also contributes to good direction setting, especially for 
individuals with a lot of drive. Ambitious and driven people whose 
integrity is not strong will often select a course which allows for 
movement, achievement, and some glory, but which eventually fails 
because it does not satisfy the legitimate needs of the constituencies 
involved. Great drive has a dark side, and without integrity, it can 
pervert leadership. 

Integrity is influenced by major events to adulthood; people and 
circumstances can corrupt an individual. But again, the roots of this 
attribute, like the other three, probably go back to early life. The 
values held and/or expressed by significant adults are particularly 
important: mother, father, even elementary school teachers. 

Taken together, the four attributes—-intelligence, drive, mental 
health, and integrity, or some slight variation on these themes—seem 
to define some minimum requirements for leadership in big jobs. 
Having more of each does not necessarily help; above a certain level, 
twice the intelligence or mental health does not seem to produce bet¬ 
ter leadership. But if any of the four are missing to some minimum 
degree, effective leadership may be undermined (see Exhibit 8.1k 

There may be still more relevant attributes, but surety not many. 
Overall it is a very short list, much shorter than some people would 
expect. It is also a remarkably mundane list. There is certainly noth- 
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Exhibit 8.1 Heredity, Childhood, and Leadership in Big Jobs 


W&sFiom Hemc&y 
or Childhood 

Effect on Leadership 
in Big Jobs 

Drivefenergy level 

Without a great deal of inner drive, the 
dSScu&es in producing change over a 
period of years tend to discourage 
people from leaefing. 

i If^eigence/k^lectual skiSs 

Without sufficient basic intelligence, ft 

Is often difficult to set the right 
direction in a complex environment 

Mentaifemofcina! health 

Without some minimum amount of 
menielfefnotioriai health, aB file 
interpersonal skis needed lor 
leadership tend not to develop over 
fima The efistortions caused by 
emotional problems can also create 
tragicaBy flawed visions. 

Integer 

Large numbers of people never foBow 
incSviduais who, they befieve, to be 
lacking In integrity, except tor short 
periods of fima Also, highly driven 
jndMduais who lack integrity often 
estabish a course that. If people do 
tofiov^ w$ eventually lead to tragedy. 


magical about any of the items in Exhibit 8.1. Missing from the list 
is the more mysterious element that many people would expect to 
find: a charismatic personality. Although some people who provide 
leadership in big jobs do have that magnetic personal appeal, many do 
not; of all the individuals named in this book, only one or two are 
highly charismatic. 

Abo missing from the list are a number of attributes which we 
often associate with heredity or childhood, but which are developed 
mostly mi adults. A good example would be a propensity for risk- 
taking. There is no question that early life experiences shape our 
attitudes toward risk. But career experiences and organizational cul¬ 
ture can have an even more profound effect; an adult who is pun¬ 
ished by an employer every time he or she takes a risk, and/or is 
rewarded for very cautious behavior, will usually become averse to 
risk. 

But despite the ordinariness erf the key attributes, remarkably few 
people share aB four. The world is full of smart people with emotional 
problems, mentally healthy people with only an average motivation 
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level, people high in integrity who have average intelligence, and so 
on. Although it is difficult to estimate, it is quite possible that less than 
one in fifty people meet all four criteria. 9 If this is true, it confirms the 
commonsense notion that relatively few young adults have the poten¬ 
tial to provide effective leadership in jobs as big as Carlzon's. But it 
does not confirm the leaders-are-born-not-made theory, because all 
leadership jobs are not like Carlzon’s. 

There are a multitude of different kinds of leadership roles in com¬ 
plex organizations. At one extreme, they are big and broad, like those 
played by Lou Gerstner and Dick Nicolosi. At the opposite extreme, 
they are small and very specialized, such as the ones played by 
Gerstner's Great Performers or some participants in Decworld. When 
the roles are big and broad, the requirements for playing them well 
are severe. As one moves toward the other end of that continuum, 
the requirements become more and more modest, as do the child¬ 
hood or genetic roots of those requirements. 

A middle-level manager at ARCO, who helped provide occasional 
leadership in making its West Coast refinery more efficient, did not 
freed the personal assets possessed by current ARCO Chairman Lod 
Cook or past Chairman Robert Anderson. Depending upon the exact 
rote this person played, he or she may not have needed nearly as 
much drive, or intelligence, or even emotional health. In a similar 
vein, the production worker at Kodak who provided "1” leadership 
once or twice a year did not need the attributes of the middle-level 
refinery manager. 

If we think of leadership roles on a continuum, with the biggest jobs 
on one and and the smallest on the other, then perhaps only a percent 
or two of the population has the heredity and childhood experiences 
needed at the "big” end. That percentage grows as we move toward 
the "small” end, possibly reaching a high of well over 50 percent. In 
the middle of the continuum, perhaps in jobs like that refinery 
supervisor’s, the percentage may be in the 10 to 30 percent range. 

Tins brings us to the heart of much of the seemingly irreconcilable 
debate on "bom versus made.” People who argue that leaders are 
bom tend to be thinking of leadership roles on the big end of the 
continuum. If we are correct in saying that less than 1 or 2 percent of 
the papulation has the attributes from heredity and childhood to play 
these roles well, then it is accurate to say that these people are bom 
into circumstances linked to leadership potential while the vast ma¬ 
jority of humanity is not. People who argue that leaders are made, 
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more often than not, are thinking of smaller and more specialized 
roles. Again, if we are correct in saying that over half the population 
has die necessary heredity and childhood experiences to {day modest 
nates, then it is accurate to say that such people are not bom to lead¬ 
ership but come to it by later experiences and circumstances. 

Has is not the only reason why people disagree strongly about the 
origins of leadership. People on the "bom" side of the argument tend 
to see virt uall y all relevant attributes as being formed early in life, 
while people who take the "made” side of the debate attribute the 
same traits to later life experiences. But the range of leadership roles 
creates at least as much confusion as do different assumptions about 
the origin erf various attributes. 

It is not possible to prove this interpretation. But it is possible to test 
the most general conclusions drawn here by looking at firms that 
seem to have more than average leadership in a wide variety of roles. 

In 1986,1 conducted a study of fifteen corporations that had reputa¬ 
tions for doing a superior job of attracting and developing people 
with leadership potential.“This study is interesting, for our purposes 
here, because the finding s are consistent with and reinforce the con- 
dbisions just drawn about the role of heredity and childhood experi¬ 
ences. 

All but one of these firms had high-potential recruiting efforts, al¬ 
though some did not choose to call them that because of the elitist 
implications. Aimed at findkg young people with the potential of 
some day performing well in moderately large- to large-leadership 
roles, these recruiting programs all shared two characteristics. First, 
they were very aggressive. The implicit assumption was that few peo¬ 
ple had the attributes they desired to hire, so, in a competitive labor 
market, they had to he aggressive and well organized to find such 
people. Second, each focused cat the four attributes identified earlier 
faa Ads chapter. Some labeled these traits as we have here; others used 
different names. But the general idea was,the same. 

Aggressive recruiting typically manifested itself in four ways. 
These firms usually identified good sources of people for them and 
then attempted to develop relationships with those labor markets. 
Hewlett-Packard, bar example, was at the tan® of the study focusing 
its corporate recruiting efforts on thirty colleges and universities 
where it was, among other things, networking with key faculty and 
donating computer equipment. These firms asked high-level fine 
managers to partk^eto heavily in the recruiting effort. Even the 
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chairmen at firms like General Mills and Merck were involved. When 
they found a person that was especially promising, these firms were 
sophisticated in knowing how to close the sale. At a minimum, they 
worked very diligently to convince people to accept offers. Most of 
these corporations also worked had to keep the recruiting standards 
high, even in decentralized environments. Morgan Guaranty, for ex¬ 
ample, brought all its high-potential recruits to a lengthy training pro¬ 
gram in New York which, among other things, allowed corporate 
officers to see if any of their offices were allowing standards to slip. 

To attract people in a competitive labor market, almost all of these 
firms also worked at creating and maintaining a good work environ¬ 
ment. Such an environment was relatively low in bureaucracy and 
politics, and relatively high in respect for competence, initiative, in¬ 
tegrity, and human dignity. 

Most of these firms did not have a clear written profile of what they 
were seeking in these recruiting efforts; nevertheless, if one talks to 
the senior officials involved, a common profile emerges. They look for 
people who are reasonably smart; grades, test scores, and an ability 
to think in an interview are all seen as indices. They look for people 
who are motivated; grades, extracurricular activities in school, and 
any kind of achievement against difficult odds are seen as relevant. 
They want people with integrity; anything in a person’s record that 
might indicate a lack of this trait is seen as potentially important. 
Finally, they seek people who can relate well to others; this is labeled 
in many different ways, but the underlying issue is the absence of a 
history of interpersonal problems that seem to be caused by emo¬ 
tional difficulties. 

These same firms did not spend as much time or as many resources 
la the rest of their recruiting, although on average, they invested 
more than most corporations. The traits sought in this general re¬ 
cruiting were considerably vaguer, or at least less generalizable, than 
those in high-potential recruiting. Mostly the focus was on technical 
factors needed to perform entiy-level jobs (e.g., an engineering de- 
gree for an engineering job). 11 Nevertheless, especially in efforts 
aime d at people who might one day be in moderate-sized leadership 
redes, one hears many references to intelligence, initiative/motiva¬ 
tion, interpersonal skills, and integrity. 


I*eQple who believe in the overwhelming importance of heredity and 
cbSdhood to leadership often employ the concept of charisma as the 



variable. The logic is straightforward. Charisma is the attri- 
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bute most important to being a good leader, especially a good motiva¬ 
tor, sod charisma is not something that is learned later at Me; it 
oeanaes with genes and the early personality forming years. 

This belief is important because it is often used to justify corporate 
policies of benign neglect regarding the development of people's lead¬ 
ership potential. It is also employed by individuals, often uncon¬ 
sciously, to rationalize a passive stance toward their own career 
dsvdopoeit. 

There is no way to prove in a scientific sense, at least today, 
whether this belief about charisma is right or wrong. But the follow¬ 


ing observations are highly suggestive. First, the majority of people 


ismatic by most of the people who know them. Second, the one per¬ 
son most often identified as charismatic, Mary Kay, has some 
infcearestmg thoughts on the subject which do not support widespread 
beliefs about that attribute. 

Ask people why Mary Kay is such a good leader, and they often 
refer wary quickly to ter charisma. Ask them why they thmk she is 
charismatic, and they refer to how she speaks to groups of people and 
how they respond to ter; that is, they point to her naturally charis¬ 
matic speaking style—something that, for sure, she was born with- 
But ask Mary Kay about all this, and her response emphasizes some- 
thing {Efferent. “People are ohm amazed at how I can talk about the 
firm so naturally and spontaneously, without any notes. What they 
don't realize is that it has taken me years to get to the point where I 
candothisas weflasIdo.Oh, Fmsurelhave some natural ability, but 
that's only one part of it.” 

Charisma is not that important to effective leadership in complex 
organizations. Even for people who are perceived as charismatic, 
> as adults often contribute to that sense of personal 
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P eople do change after puberty, especially in their capacity to han¬ 
dle complex tasks and situations. Specific events rarely have much 
impact, although they can. But the accumulation of experiences over 
a decade or two is usually very influential. This is true in a general 
sense, but it is especially relevant with respect to leadership. 

To do what Nicolosi, Mayer, and others like them have done requires 
much more than intelligence, drive, integrity, and emotional well- 
being. Effective direction setting demands a breadth of knowledge of 
relevant industries, an appreciation of the elements of sound busi¬ 
ness strategy, and a certain comfort with taking risks. Alignment re¬ 
quires a number of different communication skills, an understanding 
of the various groups of people to whom one is communicating, and 
credibility based on good working relationships and a sound track 
record. Motivating people demands a basic understanding of human 
nature, insight into the core values of the specific individuals with 
whom one works, and a certain amount of empathy. All of these 
attributes are developed, at least to some degree, after childhood, 
individuals who are effective in relatively large leadership roles often 
share in common a number of experiences which appear to be ex¬ 
tremely important in developing just these kinds of factors.’ 

Perhaps the most typical, and important, experience of this kind is 
real challenge early in a career. People like Carlzon and Cook almost 
always have had opportunities during their twenties and thirties to 
actually try to lead, to take a risk, and to learn from both triumphs 
and failures. Such learning seems to be essential in developing a wide 
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range of leadership skills and perspectives. It also teaches people 
something about the difficulty of leadership, yet its potential in pro¬ 
ducing change. It helps them see that management techniques alone 
do not work when it comes to adapting organizations to shifting envi¬ 
ronments. It even provides people with insight into their own relative 
strengths and weaknesses pertaining to leadership. 

Adamson got an opportunity of this sort in the Royal Navy when he 
was only twenty. Crandall received a similar challenge in the military 
when he was twenty-three. Gerstner became the youngest MBA- 
educated partner in McKinsey’s history and had a variety of major 
challenges before has thirtieth birthday; he was, for example, the lead 
consultant in the restructuring of the bankrupt Penn Central Corpo¬ 
ration. Carlzon was made president of a troubled firm called 
Vingresor when he was only thirty-two. Nicolosi ran a soft drink busi¬ 
ness in an extremely competitive marketplace at the age of thirty- 
four. 

Receiving these opportunities is sometimes mostly an accident. Lod 
Cook, for one, tamed a chance event in 1977, a fire at one of the 
Alaska pipeline’s pumping stations, into a terrific experience and a 
monumental business success; he found a drag-reducing agent called 
Sfiekum, obtained a good price for it from a supplier, convinced a 
reluctant group of pipeline owners to risk adding it to the oil being 
transported, and thus increased die pipeline’s pumping capacity by 
an iacredibie 50 percent. 

But more often than not, people like Cook received these important 
challeng es because someone was impressed with their potential, and 
was wiBfog to take a chance on them. ICI’s former chairman, Sir John 
Harvey-Jones, speaks for many individuals like himself when he says: 
"Looking back I am constantly amazed and grateful for the high risks 
that others took by giving me responsibility in my early years in ICI. 
Indeed I have often chided myself with the realization that I have not 
lived to the standarcb that they set.* 

Harvey-Jones remembers, for example, being called just after he 
|oaaed foe Heavy Organic Chemicals divirion, and asked by the then- 
chairman die division, Tom Clarke, to take charge of a company 
to investigate foe price of naphtha. "Naphtha at that time 
represented half of foe firm’s total costs, and was bought by central 
ptatiasipg in London. The division, which prided itself on its knowl- 
edge of the oil companies and foe oil world, believed that IQ was 
Ptyfog more far naphtha than was necessary. 

“At that time, there had been an immense row inside IQ, and it had 
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been agreed that a mission should be sent round the world to investi¬ 
gate the actuality of the situation. I had been in the division only 
about three months, and barely knew what naphtha was. It had not 
been my direct responsibility to purchase it and I was operating in a 
field where everyone else—the companies from which I might buy, 
those from which we now bought, and the management of the divi¬ 
sion—was an expert. Nevertheless, with all my lack of experience, the 
chairman of the division unhesitatingly gave me the responsibility for 
leading the mission, and it proved to be a turning point in my career. 
Perhaps because I was unaware of the enormity of the task I had been 
set, I went at it with tremendous dash and verve, and together with 
my two colleagues, nominated from other parts of the company, vis¬ 
ited no less than twenty companies in eight countries in three weeks. 
The results formed a report which was out within a month, and 
which led to far-reaching changes in our company’s approach to the 
problem. I learnt an enormous amount during the process.” 2 

Although they sometimes fail when given opportunities like this, 
most often people like Harvey-Jones succeed. As such, they put to¬ 
gether excellent track records which provide credibility that is so 
essential, especially to the ali gnme nt aspects of leadership. Adamson 
would not have gotten the job at Dundee nor the initial cooperation 
he received there had it not been for his successful track record at 
Honeywell and ITT. likewise, Mayer would never have received sup¬ 
port from suppliers and franchisees for the Chicken Littles project if 
not for his proven record in helping turn KFC around. 

People like Dick Mayer also usually have opportunities early in their 
careers to watch individuals who are good leaders, and thus to learn 
from direct observation and interaction. This can be particularly im¬ 
portant if they are able to watch someone who is skilled at some 
aspect of leadership where they are weak, eg., when a cerebral indi¬ 
vidual who does not know how to motivate others is given an inspira¬ 
tional boss. 

Negative role models can be equally important. 3 Sometimes the pain 
associated with poor leadership makes the lessons particularly pow¬ 
erful. Mary Kay, for example, has safe! many times over the years that 
she learned a great deal about leadership from terrible bosses. She 
remembers once speitcSpg ten days on a round-trip bus ride from 
Texas to Massachusetts with fifty-seven other sates people, making a 
home-office pilgrimage that was to be their reward for being sates 
leaders. It was a horrible trip, wfth several bus breakdowns* but they 

were willing to endure it, die tells people today, “for the pot of gold at 



116 


Hie Origins of Leadership 


tie end of the rainbow: meeting the president of the company as 
guests in his home. But instead we were given a tour of the plant. 
Now, a manufacturing plant can be very interesting and a nice place 
to work—ours is. But I was there to meet the president. When we 
were finally invited to the president's home, we were only allowed to 
walk through his rose garden, and we never even had an opportunity 
to meet with him personalty. What a letdown! Needless to say, it was 
a very long and quiet bus trip back to Texas for all fifty-eight of us." 

On another occasion, Mary Kay was attending an all-day sales sem¬ 
inar and was anxious to shake hands with the sales manager, who 
had delivered an inspiring speech. After waiting in line for three 
hours it was finally her turn to meet him. “He never even looked at 
me," she says. "Instead he looked over my shoulder to see how much 
longer the him was. He wasnt even aware that he was shaking my 
hand. And although I realized how tired he must have been, I, too, 
bad been there fear three hours and was just as tired! I was hurt and 
offended because he had treated me as if I didnl even exist. Right on 
the spot I made a decision that if I ever became someone whom peo¬ 
ple wasted in fine to shake hands with, I'd give the person in front of 
me my undivided attention—no matter how tired I was!” 4 

Rote models, both good and bad, and challenging experiences, are 
usually found earfy in these people's careers. Later, something 
equally important happens, related to broadening. People who pro¬ 
vide effective leadership in big jobs almost always have a chance, 
before they get into those big jobs, to grow beyond the narrow base 
that characterizes most managerial careers. This usually is dim to 
lateral career moves or an early promotion to unusually broad job 
assignme nts. Sometimes other vehicles help: special task-force assign¬ 
ments or a lengthy general management course. Whatever the case, 
the breadth of knowledge developed in this way seems to be helpful 
in all aspects of leadership. So does the network of relationships that 
fe often acquired both inside and outside the firm. When a significant 
number of people get opportunities fike this, die relationships that 
are built abo help create the thick informal networks needed to sup- 
portmultipie leadership initiatives. 

Adamson had tee and staff roles, manufacturing and engineering 
jobs, aH while he was still relatively young. Gerstner faced a very 
broad set of eonsufifig assignments white still in bis twenties. Cook 

gmeering, labor nebsbns, personnel, marketing, and general man¬ 
agement. Crandall had tee and staff jobs and served in engineering. 
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planning, and manufacturing. Nicolosi had exposure to engineerin g, 
manufacturing, advertising, sales, marketing, and general manage¬ 
ment, all before his thirty-fifth birthday. 

In terms of detail, there is no simple pattern. The exact kiwis of 
broadening experiences these people received varies enormously. 
The precise nature of the challenges they faced and die timing of 
these challenges does also. The same can be said about the mentors or 
bosses from whom they learned things. But again and again, one sees 
these kinds of career experiences—experiences which equip people 
with the information, the relationships, the skills, and the track re¬ 
cords (sources of power 3 ) needed to handle the difficult ebailRngas 
inherent in big leadership jobs. 

A more or less typical example of how these experiences manifest 
themselves in a single career can be seen in the case of the person 
who, as much as anyone, is responsible for Pepsi's success over the 
past few years. His name is Roger Enrico, and as a president of Pepsi, 
he has helped to double sales and to increase operating profits by 545 
percent between 1984 and 1988. 6 

Enrico was bom in Chisholm, Minnesota, in 1945, and spent has 
entire youth there. He performed adequately in school, enjoyed act¬ 
ing, was elected president of his high school class, and did some work 
in a local soft drink bottling plant. At Babson College in Wellesley, 
Massachusetts, he performed well academically, ran his fraternity 
and the student court, edited the yearbook, and graduated in three 
years. He joined Minneapolis-based General Mills in its personnel 
function for a short time after college and when the Vietnam War 
intruded, he enlisted in the Navy Officer Candidate program. 

The Navy sent him to Supply Officer School for six months and then 
to Southeast Asia. In Vietnam he found his first post-education men¬ 
tor, Lt. Commander Bill Alenderter, and his first set of major on-the- 
job challenges. Alenderter and his troops were in charge of fuel 
operations for I-Corps, located in the northern-most part of South 
Vietnam. Their job was to find several million gallons of fuel each 
week from tens of different and unreliable sources, and then to ship 
the fuel to hundreds of different and always changing places, despite 
the Vietcong and typhoons. 


get the job done, and gave him the opportunity to do just that. Usually 
he succeeded, sometimes he failed, but in either case he learned: the 
importance of being bold and innovative in your thinking when work- 
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lug under difficult circumstances, the critical need to listen carefully 
0 W at experienced people have to say, and the danger in believing 

in your own infallibility. 

Prom Vietnam he went to the Sixth Fleet in the Mediterranean and 
©n back to General Mills, this time in brand management. As an 
assistant brand manager for products like Betty Crocker pancake 
mix, and then, after a promotion, Wheaties, Enrico learned some¬ 
thing about living withresponsibilrty without much formal authority, 
and the need to proactively champion your cause in that environ¬ 
ment. He found another mentor, Steve Chase, his marketing director. 
But he also bumped up against a somewhat sluggish bureaucracy, 
and one senior person in that bureaucracy who turned him off. 
Young and impatient, Enrico deckled to leave and take a job at Frito- 
Lay, a division of PepsiCo. 

Starting at Frito-Lay in Dallas as an associate brand manager in a 
small but well-run marketing department, he performed exception¬ 
ally well. Three promotions came in rapid succession, making him a 
very young marketing director responsible for several hundreds of 
million© of dollars worth of business. During this time he learned a 
great deal about the business itself from Jim O’Neal, the senior vice- 
president for operations, and about motivating people from Jimmy 
Sapplngton, the man who built Frito’s route-sales system. 

hi 1975, after two years of exposure to the company’s unsuccessful 
business in Japan, Enrico stuck his neck out and recommended that 
PepsiCo make a major change of course there; instead of continuing 
to try to build a U-5--like distribution system, he argued that it should 
use the Japanese wholesale distribution system and team up with a 
local firm in a joint venture. One thing ted to another, and Enrico was 
offered the presidency of PepsiCo Foods Japan. Now conventional 
wisdom at Frito-Lay and most companies is that an international as¬ 
signment, far from the home office, is very risky. Such a job takes one 
away from the real action, from one’s mentors, and from the fast 
track. But Enrico had already teamed that risk-averse conventional 
wisdom is not the best guide in life. So he took the job. 


Life in Japan, thousands of miles away from bosses and peers in the 
United States, in a-comptetefy new culture, and with a poorly per¬ 
forming business, was tough. After much work, he did set up a joint 
venture, Fujiya-Frito-Lay, and in the process learned a great deal. 
While it was still struggBi^ to become a success, Enrico was given a 
major promotion and shipped to Brazil, to be a Pepsi-Cola Interna¬ 
tional area vice -president. Brazil turned out to be even tougher. As 
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Kttfe as he knew about the snack food business in Japan, he knew 
even less about the soft drink business in Brazil. And there he en¬ 
countered a boss with whom he had great difficulty. 

During his fifteen months in South America, Enrico floundered. He 
became much more involved in company politics than ever before, or 
after, and he had great difficulty getting things done. He did learn 
about fixe business, but his biggest lessons were from his boss—what 
not to do—and from his own behavior; you can fail, he found cart, if 
you get into a tough situation and then try to survive by being cau¬ 
tious and political. 

His mentors at PepsiCo, especially Andy Pearson, brought him back 
to the States and made him vice-president of marketing for Frito-Lay. 
In light of his past accomplishments, this was an easier job, and En¬ 
rico performed exceptionally well. Two years later, in 1980, he was 
made senior vice -president of sales and marketing for the Pepsi-Cola 
Bottling Group—the bottling operation owned by Pepsi. He did well 
there too, and learned more from people like Pearson and FepsKIo 
CEO Don Kendall. In 1982, Pepsi President John Sculley asked him to 
be the executive vice-president and chef operating officer of Pepsi¬ 
Cola USA—the franchise group erf bottling operations. In this job, he 
became more and more involved with the big money, TV-focused, 
advertising business. In 1983, when John Sculley went to Apple Com¬ 
puter, Enrico took over his job. 

Only a few months after becoming president of Pepsi, Enrico signed 
the most expensive celebrity advertising contract ever: $5 maffioo, for 
two remmercLals and for allowing Pepsi to sponsor a concert tour. 
More than a few people thought this move was foolish the rfck, 
much too big _ Some had not even heard of the celebrity, or had heard 
disturbing things about him. Enrico mowed ahead anyway, trusting 
judgment that was the product of an interesting set erf experiences. 

It p>aid off. Hie Michael Jackson remmeroals were among the most 
successful in the entire history erf the soft drink industry. 

Enrico's career is far from the norm. For the vast majority of people 
today, including most of those with leadership potential, on-the-job 
experiences actually seem to undermine the dewetopmoat of 
butes needed for leadership. Evidence from studies I have conducted 
strongly suggests that careers in many cmp»atiora^o- 

duce individuals who are narrow in focus and^under¬ 

standing, moder^ety risk averse, weak in ocmmmMmMkm skills, and 
relatively fcfeid to the values erf others. Thagr produce people who 
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know little about competitive business strategies, who have limited 
ereeSbility, and who know more about how to play games with a 
budget than how to celebrate the real achievements of their people. 
They create individuals who are moderately competent at manage¬ 
ment (not highly competent), and not at all competent at leadership. 7 

Bout characteristics of managerial careers seem to be particularly 
important in producing these results. First, these careers usually 
begin In centralized and specialized hierarchies and, as such, in jobs 
that are narrow in scope and tactical in focus. In large firms in partic - 
ubr, people spend years and years in these kinds of jobs, even if they 
are promoted many times. As a result, individuals learn to deal with 
short-term issues, but not the long term; tactics, but not strategy; and 
specialized functional problems, not general business issues. 

Hekted to this, promotions in many firms are almost entirely up a 
narrow, vertical hierarchy. The junior accountant becomes an ac¬ 
countant, then a senior accountant, and then perhaps cm assistant 
controller. As a result, the knowledge and relationship base of suc¬ 
cessful people is often extremely narrow; they understand only one 
aspect of the business and only one group of people in their corpora¬ 
tions. Furthermore, their credibility tends to be extremely limited 
too; people like themselves may know and respect them, but most 
ethers wffl not. 

Especially talented and ambitious individuals often move up these 
narrow hierarchies at great speed. Ten promotions in ten to fifteen 
years are not unusual. Moving through jobs every twelve to eighteen 
months, these people rarely have an opportunity to learn anything 
in-depth, and never see the longer-term consequences of their ac¬ 
tions. Hus career pattern often produces a short-term focus, a manip¬ 
ulative management style, and a track record of accomplishments 
that can be viewed with considerable suspicion. 

A fourth characteristic of managerial careers in many organiza¬ 
tions is perhaps the most damaging of all. All too often, people are 
rewarded almost exclusively for short-term results. As a conse¬ 
quence, most individuals focus on the process that produces those 
results— m a n age m ent. This is especially true for ambitious young 
people. Because of this, they learn some important lessons about man¬ 
agement, but they learn little about leadership. Since developing the 
teadarrfiip potential erf others is ate? not a short-term activity, senior 
executives are strongly encouraged by such reward systems not to 
invest time in such an activity. The overall result can be devastating. 

hi total, these common career patterns develop talented people into 
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managers, although not exceptional ones, over a period of ten to 
twenty years. Those who are most successful end up in jobs at age 
forty or fifty that demand a considerable amount of leadership, and 
those positions usually stretch them in that direction. But there are 
limits to how fast even the most talented of people can develop, and 
at age fifty or sixty some find themselves in a very different place, 
vis-a-vis the capacity to provide strong leadership, than people like 
Dick Mayer or Lod Cook (see Exhibit 9.1). 

These patterns are so prevalent in so many organizations today that 
people sometimes view them as inevitable. But they are not. 

The career experiences of Enrico, Adamson, Gerstner, and Carlzon, 
although relatively rare today, are much more commonly found in 
some firms than others. Enrico, for example, is only one of many 
people at PepsiCo who have had high-quality on-the-job experiences. 
In such corporations, these experiences tend to be directly related to 
certain practices that, in a sense, systematically create more of those 
careers than one finds in most organizations . 8 In this way, these firms 
empower significant numbers of people to handle potentially difficult 
leadership challenges. / 

For example, corporations that do a much better-than-average job 
of developing leadership potential put an emphasis on creating chal- 

Exhibit 9.1 The Growth of Leadership and Management Capacity 
Over the Span of a Career 
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test in g opportunities for relatively young employees. They do so in a 
number of ways. In many firms, decentralization is the key. By defini¬ 
tion, decentralization pushes responsibility lower in an organization 
and in the process creates more challenging jobs at lower levels. John¬ 
son & Johnson, 3M, Hewlett-Packard, General Electric, and a number 
of other well-known firms have used that approach quite successfully 
hi the past. Some of those same firms also create as many small units 
as possible so there are lots of challenging, lower-level, general man¬ 
agement jobs available. GE, HP, and J&J are said to have benefited 
greatly over the years from that approach. 

Sometimes these firms develop additional challenging opportunities 
by stressing growth through new products or services. Over the 
years, 3M has had a policy that at least 25 percent of its revenue 
should come from products introduced within the last five years. 
That encourages small new ventures, which in turn offer hundreds 
of opportunities to test and stretch young people with leadership po¬ 
tential. Some of these same firms also work hard to minimiz e bureau¬ 
cracy and rigid structures so that it is easier to enhance jobs with 
addMosa! challenges. As an executive at Coca-Cola put it: "If I hire an 
MBA as a brand manager, because we are not highly compartmental¬ 
ized and structured, he or she can make that job into almost anything. 
The person is not in a box. We can make the job as big and challeng¬ 
ing as is necessary to really turn that person on.” 

Other firms, including some that face limits to how much they can 
decentralize responsibility into small units, create specific jobs to chal- 
people with leadership potential. Perhaps the most obvious ex- 
ampfe is ad minis trative assistant (or executive assistant) jobs. 
Anheuser-Busch has created about thirty such jobs. IBM has several 
bunched. 

When all erf those techniques still do not produce enough opportu¬ 
nities, perhaps because the business is not growing, these firms then 
take foe painful actions needed to free up promotion possibilities. 
That sometimes means making early retirement attractive to certain 
people, ft always means coming to grips with “blockers”—people who 
hawe no chance of further promotion, are a long way from retire¬ 
ment, and are not performing well. 

Practices that create challenging opportunities for employees can, 
akaest ly themselves, develop people qualified for small- and medium- 
ased leadership jobs. Developing people who can do well in big lead¬ 
ership jobs requires more work, often over a long period of time. That 
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early In their careers and to identify just what will he needed to stretch 
artft develop that potential. 

Hie methods these firms use are surprisingly straightforward. They 
go out of their way to make young employees and people at lower 
levels in their organizations visible to senior management. Senior man¬ 
agers then judge for themselves who has potential and what the devel¬ 
opment needs of those people are. Executives then discuss their 
tentative conclusions openly and candidly, among themselves, in an 
effort to draw more and more accurate judgments. “Scientific" tech¬ 
niques seem to be rarely employed. The key is: look, talk, and think. 

To make younger employees visible to senior management, a vari¬ 
ety erf methods are used. Johnson & Johnson regularly takes young 
people who someone thinks has potential and puts them on special 
projects that conclude with presentations to senior management, “I 
can still remember making a presentation when I was thirty years old 
to a group that included the chairman of the company," says one 
executive at J&J. “Once a month, I have a luncheon with one of my 
key functional managers, and I always ask that he or she bring some 
high-potential employees along. At certain staff meetings, I do the 
same thing. This allows me to get to know a lot of young people and 
to draw my own conclusions about potential, strengths, and 
weaknesses” says a senior official at Coca-Cola. An executive at Dow 
Jones says, "We don’t let the organizational structure constrain us. 
We always go right to the individual who has information we need. 
This puts us in contact with a lot of lower-level and more junior em¬ 
ployees, and gives us a firsthand feeling for who they are and what 
they are good at.” 

At General Mills there are many recognition programs that often 
bring good people to the attention of senior management. These 
make good people more visible, which is very helpful. At Hewlett- 
Packard, says one executive, "One of the things we do is to set up 
situations which allow our divisions to put their best people 'onstage.' 
And then we take a hard look. In this way, you can spot pr omising 
young people, and once you know their names, you can go out of 
your way to get to know them better.” At Anheuser-Busch the top 
people make it a habit to get out to the plants on a regular basis. This 
gives them a chance to meet and to talk to younger employees, and 
makes them visible to senior executives who would never meet them 
otherwise. 

These lands of practices provide senior managers with information 
on people who might have leadership potential. Executives then 
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share and discuss that information among themselves, either infor¬ 
mally or formally, on a regular basis. The Management Council at 
Hewlett-Packard, for example, has had regular discussions about the 
m iddle management at the company, and the discussions are re¬ 
ported to be very open. Large firms tend to try to do that sort erf thing 
in a very systematic way. At Du Pont, the sixteen senior department 
heads meet once a month for two hours. At a typical meeting, the 
agenda includes a discussion of the half-dozen people one of those 
executives thinks are highly promotable. Before these meetings, pic¬ 
tures and biographies erf those six people are sent to all department 
heads. At the meeting, everyone who knows those people is expected 
to speak up, especially those who have concerns or questions about a 
person's potential (eg., “When Harry worked for us five years ago, he 
only performed at an average level. What has happened to him re¬ 
cently that led you to thank so highly of him?"). People who do not 
know the candidate being discussed are also expected to be aggres¬ 
sive in their questioning (eg., “How does she compare to George 
Smith?" “How well did he do in his one staff assignment?"). Such a 
process can work very well, although there are many pitfalls that 
must be avoided: allowing irrelevant personal preferences/biases to 
affect the discussion @Le., “women can’t lead”), picking people based 
on today’s or yesterday's needs instead of tomorrow's, or putting la¬ 
bels osi people (eg., a winner, a loser) that become unfair, self- 


Armed with a better-than-average sense erf who has considerable 
leadership potential and what needs to be developed in those people, 
executives in these firms then spend time planning for that develop¬ 
ment. Sometimes fiat is done as a part of a formal succession plan¬ 
ning or high -potential development process. Often it is done more 
informally. In either case, the key ingredient appears to be an intelli¬ 
gent assessment of what feasible development opportunities fit each 
candidate's needs; unlike some firms, these companies do not have 
generic formulas for developing all their high-potential people (eg., 
ism year in marketing and then one year in finance, etc.). 

Developmental opportunities, in the sense that term is being used 
here, include: 

• New job assignments (ptanofions and lateral moves) 

• Formal training (inside the firm, at a public seminar, or at a 
university) 

• Task force or committee assignments 
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• Mentoring or coaching from a senior executive 

• Attendance at meetings outside a person’s core responsibility 

• Special projects 

• Special development jobs (eg., executive assistant jobs) 

To encourage managers to participate in all of these activities, such 
firms tend to recognize developmental successes and reward manag¬ 
ers for them. This is rarely done as a part of a formal compensation 
or bonus formula, simply because it is so difficult to measure develop¬ 
mental successes with precision. But it does become a factor in pro¬ 
motion decisions, especially to the most senior levels. And that seems 
to make a big difference. 

When told that future promotions will depend to some degree on 
their ability to develop leaders, even people who say that leadership 
cannot be developed often somehow find ways to do just that; usually 
they try to reduce career experiences that do not nurture leadership 
potential and increase those that do (see Exhibit 9.2). 

Some people have the capacity to become excellent managers but not 
very strong leaders. Others have great leadership potential but, for a 
variety of reasons, have great difficulty becoming strong managers. 
Smart companies value both kinds of individuals and work hard to 
make them a part of the overall team. But when it comes to grooming 
people for executive jobs, such firms ignore the recent literature that 
says people cannot manage and lead, and focus their efforts on indi¬ 
viduals that seem to have the potential to do both. That is, they try to 
develop more leader-managers than managers and leaders, and for 
one very important reason. 

Leadership and management are sufficiently different that they 
can easily conflict. A firm made up mostly of leaders and managers 
often polarizes into two warring camps, eventually resulting in one 
side winning (usually the managerial camp because it is bigger) and 
then in the purging of the other side. In firms with a large contingent 
of leader-managers, this rarely happens. 

Developing enough leader-managers to help run the huge number 
of complex organizations that dominate our society today is a great 
challenge. But it is a challenge we must accept. The more pessimistic 
among us think this is hopeless. Some even argue that there is no such 
thing as a leader-manager. They are clearly wrong; most of the indi¬ 
viduals discussed in the book both lead and manage. At this point, it is 
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Exhibit 9J2 Career Experiences and Leadership 
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thing as a leader-manager. They are eteariy wrong; most of the indi¬ 
viduals discussed in the book both lead and manage. At this point, it is 
simply not dear how many more of these people would emerge if the 
carenmsiaiioes were right. The only way to fed out—is to try. 
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A ll corporations that have some minimum continuity of personnel 
and purpose eventually develop cultures, both for the organiza¬ 
tion as a whole and for different subunits. These cultures can become 
very strong, like those at Dow, Shell, or IBM, 1 where many people 
share certain values and believe in similar approaches to conducting 
business which express those values. Both strong and weak cultures 
can influence the amount of effective leadership in an organization. 
Sometimes they affect it most powerfully. 

Culture is important for our purposes here in at least three different 
ways. It can influence whether executives look for and develop peo¬ 
ple with leadership potential, or whether they do not. It can influence 
whether people with leadership ability are encouraged to lead, or 
whether they are discouraged. It can even help determine whether a 
firm has the kind of informal networks needed to make multiple lead¬ 
ership initiatives converge (see Exhibit 10.1). 

For example, in a study of practices in fifteen firms with reputa¬ 
tions for doing a superior job of attracting and developing people 
with leadership potential, culture was identified as the critical force 
supporting those practices. Again and again that factor emerged in 
interviews with senior executives . 2 An executive at 3M talked about it 
tins way: “First of all, we feel that we have an obligation to broaden 
and stretch people. That’s just the way we are. People that don’t think 
that way—people low in integrity that are just out for themselves, for 
example—don’t do well around here. We try to take risks with people 
to stretch them. We don’t mind giving people a little rope, even early 
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Exhibit 10.1 Corporate Culture and Leadership 



in their careers tore. The culture supports risk taking. And if it 
doesn't work out, we don’t shoot people. The environment here is 
also pretty open and family Tike. As such, it's relatively easy to move 
people across departments or divisions for development purposes. 
And young people to! comfortable, in this environment, to go talk to 
senior people outside their immediate groups about possible future 
job opportunities. We know our culture has helped us to prosper in 
the past and we are tiying to conscious^ maintain and renew it." 

An executive at Citicorp had this to say: “Managers around here 
wouldn't think of trying to hire second-class people. Trying to find 
the best is too deeply embedded in the fabric of the place. Senior 
executives ask questions. If a unit doesn't hire good people, they will 
find that out. A1 m, after you have been here a while, you team that in 
order to succeed, you have got to hire and develop good people. I can 
think of a couple of very talented managers who haven’t done well 
toe. Part of their problem was that they didn’t create a strong staff 
underneath them. They didn’t go out and get good people and then 
broaden them, which is the way you do things around tore.*’ A man¬ 
ager at Morgan Guaranty talked about the same sort of thing this 
way: "Our team-oriented culture simpfy doesn’t allow people to play 
political games like hiding their good, young employees. People gang 
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up against someone like that. It also makes lateral transfers for devel¬ 
opment relatively easy to produce. We value broad-based people and 
have a tradition of sorts of producing them." 

Beyond its impact on the recruitment and development of people 
wife leadership potential, culture also influences whether employees 
will actually try to provide leadership. Some corporate cultures value 
risk taking, communication, celebrations, and adaptive change. Some 
do not. In either case, it can make a huge difference. 

Many of the initial activities of Gerstner and Nicolosi were afarad at 
creating cultures that would encourage leadership. They recognized 
that their actions alone would be far from sufficient, that w inning 
intensely competitive battles would require competent leadership at 
every level in their organizations. They also knew that their firms had 
some people with leadership capacity, perhaps many. The nhalinng p 
was to create an environment which would encourage them to use 
those abilities. 

Nicolosi and Gerstner also understood that leadership can conflict, 
that without a lot of shared values and teamwork, the various leader¬ 
ship initiatives might not converge. As a result, they tried to develop 
cultures that not only valued leadership, but that also encouraged 
shared visions and good working relationships among bosses, subor¬ 
dinates, and peers. To a large degree, they succeeded. 

Dallas Kirk and his team at Digital didn’t have to construct a new 
culture; a useful one already existed. People who know the firm, de¬ 
scribe it with words like informal, network-like, can-do oriented, en¬ 
trepreneurial, non-dictatorial, and honest. That culture was 
enormously important in helping to encourage leadership for 
Decworld and to keep those initiatives moving in compatible direc¬ 
tions. It is very hard to even imagine an event like that being success¬ 
ful, no matter how talented the individuals involved, without this 
land of a culture. 

The power of certain types of cultures to help produce effective 
leadership is most certainly great. Situations like the ones at TRS 
(American Express) or Decworld are a testament to this conclusion. 
But even those cases do not make this point as dramatically as the 
story of the Omaha-based food giant called ConAgra. 3 

ConAgra’s roots are in flour milling, and date back to 1867. In that 
post-Civil War year, Henry Koenig and Frederick Wiebe built a steam- 
powered grain mill in Grand Island, Nebraska. Henry Glade bought 
that mill in 1883 and built, over the next twenty-seven years, a small 
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s. After his death, hfe firm and three similar businesses 
i to 1919 as the Nebraska Consolidated Mills Com¬ 


pany, the name by which ConAgra was known until 1971. 

’ NCMC grew internally and through acquisitions in the 1920s and 
19306. In 1941, using a by-product of milling, it branched into feed- 
grain production. In 1956 it added a third business, poultry, to use 
some of its feed-grain output. All three of NCMC’s product lines grew 
to the 1960s, and in 1970, an acquisition added catfish. To reflect this 
diversification beyond just milling, in 1971 the firm’s name was 
changed to ConAgra, Revenues in 1972, some 105 years after the 
opening of the first flour mill, reached $302 million. 

The years 1973 and 1974 brought difficult times. The economic 
miracle following World War B was dying, if not dead. Inflation was 
rising rapidly. Volatility to many markets was increasing. As a result, 
ConAgra’s interest payments on money borrowed to make acquisi¬ 
tions rose rapidly. Some of these acquisitions performed poorly in a 
sluggish economy. Price controls to Puerto Rico hurt one of its most 
profitable operations. In a more uncertain commodities market, the 


firm made a few disastrous transactions. The net result was a loss of 
$11.8miflkm in 1974, and a market valuation that sank to $10 million. 

To turn tins around, to August 1974, the board of directors named 
Claude Carter, a thirty4hree-year veteran with the firm, as president. 
Carter’s first major act was to hire a COO from outside the firm—one 
Mike Harper. On October 1, 1974, he joined ConAgra as executive 


Harper grew up in Lansing, Michigan, and South Bend, Indiana. He 
graduated from Purdue to 1949 with a mechanical engineering de¬ 
gree. After receiving an MSA from the University of Chicago, he went 
to work for General Motors. Five years later he moved to Pilisbury- 
Starting there as an industrial engineer, to went on to become direc¬ 
tor of engineering, vice-president of R &, D, head of the Food Service 
Supply Division, and then group vice-president of Fresh Poultry and 
Food Service Suppfy. 

Upon arrival at ConAgra, Harper found a strong commitment to 
being the low-cost producer, a commitment that was shared by most 
of the management. He also found a good work ethic. On the negative 
side, he encountered a firm that had been highly centralized, had few 
performance measures that would allow anyone to really delegate, 
was very hierarchical and formal, was weak at marketing and selling, 
ami did not seem tocareenongh about profit. 

Almost immediaiefy. Harper put a large eorkboard ran one of his 
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office walk and filled it with charts showing how all his businesses 
were doing cm sales, income, inventories, and a few other measures. 
He then began calling each general manager every Monday morning 
to update those charts. At first, many of those managers could not tell 
him what their inventory levels were, or how much money they 
made the previous week, because they had not been traditionally 
asked to be responsible for those results. That changed. 

During his first year at ConAgra, Harper looked for and found 
many opportunities to bring those managers together to talk about 
the business. His whole approach communicated that he saw them as 
businessmen, not factory managers, and an important part of the 
executive team. He introduced them to the idea that they were re¬ 
sponsible for managing both their income statements and their bal¬ 
ance sheets. He showed them how inventories and receivables were 
hurting ConAgra's bottom line and pushed them to reduce both. 

Tim sale of a few unpromising and poorly performing assets, in 
combination with reduced inventories and receivables, raised badly 
needed cash, paid off nearly half the outstanding debt, and put the 
firm back in the black. The turnaround came quickly; for fiscal 1975 
ConAgra made $4.1 million. In March 1976, Harper was appointed 
CEO. 

As soon as the firm was making money again, Harper pressed ahead 
with longer-term questions: What kind of a business should this be? 
And how should we manage ourselves? His experiences at Pillsbury 
had left him with numerous ideas about how a food business should 
be managed. Some of these came directly from former CEO’s like Bob 
Keith and Terry Hanold. Other ideas came from negative experi¬ 
ences—things that he saw that he did not like. 

In October, Harper brought a group of seven people to Vail, Colo¬ 
rado, to address these issues. They talked informally, candidly, and 
intensely for two-and-a-half days, and in the process came to a gen¬ 
eral agreement on a number of points. ConAgra, they felt, should be 
a basic food company with products and services across the entire 
food chain. (This later evolved into "a global basic food company.") 
The firm should strive to produce a return on equity of at least 15 
percent each year, and an average ROE over a period of years of 20 
percent. It should also set a growth goal of doubling its size. 

After returning to Omaha, Harper began writing a "white paper" in 
which he included the ideas developed at that meeting plus additional 
thoughts of his own. He circulated a draft to all of his top executives 
and operating officers and urged them to comment. They did. The 
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document was discussed and rewritten a number of different times. 
When ins top group was satisfied, they shared a draft with their 
middle-level managers and urged them to provide feedback. After 
still more rewriting, the paper was published in July 1977 as a small 
booklet. This published version of the white paper was given to all 
ConAgra employees. Later, it was also provided to security analysts, 
potential employees, and acquisition candidates. 

The booklet was entitled "ConAgra’s Philosophy.” Written state¬ 
ments of goals, values, visions, and the like often seem to have little 
relationship to how firms actually operate. But the ideas in this re¬ 
markable little booklet accurately reflect the corporate culture that 
has emerged at ConAgra. 


"ConAgra’s Philosophy” starts with a letter from Mike Harper. (An 
updated version of the booklet published in 1984 has a letter from the 
top eight executives.) Harper begins by saying: 'The perspectives that 
you will find m the booklet were developed to guide us all in building 
a better ConAgra. The turnaround achieved by ConAgra in 1975, 
after an almost disastrous year in fiscal 1974, was accomplished by 
people, Sal combination of key, long-service ConAgrans and experi¬ 
enced people new to the company. ConAgra has emerged as a ‘new’ 
company, soundly financed, with a higher level of earning power, 
and with a new operating philosophy. With the turnaround accom¬ 
plished, we were able to then devote our attention during fiscal 1976 
to the future of the company. 

"Our objective is to increase the earning power of the company 
over an extended period of time in order to increase the return to our 
stockholders, and to increase the security of our employees. High 
rates of return on invested capital, coupled with growing earnings, 
generate the cash and financing power needed to support the future 
growth of the company. Obviously, earnings growth must be consis¬ 
tent with our public and social responsibilities, but in the end our 
fundamental objective must be an unabashed pursuit of profit 
[through] the delivery of quality products and services to customers. 

“From our planning process, we have identified certain businesses 
and assets which will be the base for a much larger and stronger 
ConAgra. Risk decisions have been made; strategic plans have been 
laid; and the task of building earnings has begun. More opportunities 
for growth in size and profitability are being sought and will be iden¬ 
tified and pursued in the future. Earnmgs growth will come from a 
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combination of innovative marketing, aggressive selling, business de¬ 
velopment and planning, a low-cost production posture versus our 
competition, in addition to good financial controls. The critical re¬ 
sources involved in building a great company are made up of individ¬ 
uate and the way in which they manage. The following pages contain 
our overall objectives, a guiding business philosophy, the climate and 
organizational structure in which we operate, and a definition of the 
quality of people that we need.” 

In a relatively short section on "Objectives," the pamphlet lists a 
number of Quantifiable financial goals: an average return for stock¬ 
holder equity in excess of 15 percent (the 1984 booklet raises this to 
20 percent), an average growth in trend-line earnings of 10 percent 
per year fraised in 1984 to 14 percent), and the maintenance of a 
relatively conservative balance sheet. A much longer section on "Busi¬ 
ness Philosophy" begins with a most revealing sentence: "The Corner¬ 
stone: Hie company’s success will depend on entrepreneurial 
leadership coupled with professional management operating in an 
atmosphere of openness that encourages top-quality, innovative, 
profit-minded people to achieve results." Following this is a discussion 
of “Our Current Business," "Growth of the Present Business," 
"Growth Beyond our Existing Business,” and "The Conduct of Our 
Affairs.” 

hi a section on "Organizational Climate," Harper says that creating 
die proper environment is probably the most important task that 
management can undertake. "Our objectives are to create a culture 
that: facilitates and emphasizes striving for high goals and high stan¬ 
dards, emphasizes developing people and ideas, emphasizes high par¬ 
ticipation and high involvement between managers and their people, 
and emphasizes collaboration and close professional association 
among peers—where rivalries between departments are de- 
emphasized and instead we focus on the objectives that unify us 
rather than those that are divisive.” This section includes discussion 
on the conditions needed to create this culture, and stresses: freedom 
to act, responsibility for end results, freedom to disagree and chal¬ 
lenge, development of people, building competence, and recognizing 
individuality. Under this last topic, the booklet points out: "Some of 
the basic beliefs we have are: 1) Most people want to be involved 
meaningfully in their work. 2) Most people want to feel connected to 
and a part of a larger world (a sense of belonging). 3) Most people 
want to set goals and use their energies to attain them. And 4) Most 
people would like to be their own person, and to feel a sense of re- 
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sponsibiMty, as well as a sense erf personal uniqueness, and the free- 

The booklet goes on to talk about quality of people. Among other 
thfags, it says'We will place a significant value on the individual 
manager’s performance in leadership and the ability to attract, retain, 
and develop top-quality people at all levels in his or her organization. 
We must commit ourselves to doing a better job than our competitors 
in developing the people in ConAgra.” Finally, the booklet describes 
the organization of the company, the management executive commit¬ 
tee and management council, the strategic and annual plan, the quar¬ 
terly reviews and the Monday morning meetings. It concludes by 
saying that: “ConAgra’s organizational structure is one that has a min¬ 
imum of levels, owe that must operate with a great deal of decentral¬ 
ization, with adequate controls, and oik that has a great deal of 
flesibffity. H 

to 1977 and 1978, Harper and his top team began trying to make 
this philosophy a reality. For a number of reasons, they were largely 
successful. The key was probably Harper, whose actions were virtu¬ 
ally always consistent with the major points in the pamphlet. This 
large (six foot frve), warm, bear of a man both led and managed with 
great effectiveness. Over time, this helped drive a set of values into 
the organization and create a strong culture; in a 1988 survey of food 
executives, ConAgra was seen as having the strongest culture among 
the eleven largest firms in its industry. 4 It even created a ConAgra 
culture in acquisitions that were accustomed to doing business in a 
very different way. The case of Banquet is a good example. 

Banquet Frozen Foods has roots that go back to 1898 when a Missou¬ 
rian school teacher named Finis Stamper began to supplement his 
income by marketing poultry and eggs. In 1903, he built a poultry 
processing plant fa Clifton Hills, Missouri, and in 1913 added a cream¬ 
ery. A decade later, the Fid. Stamper Company started processing 
frozen egg whites for bakeries; the frozen yolks were sold to mayon¬ 
naise producers, to 1928, the firm added a line of feeds for hogs, 
poultry, and cattle. During World War H, it produced canned chicken 
products for American soldiers. Afterthe War, the company began 
selling frozen chicken peg in newly developed and inexpensive alumi¬ 
num packages. Soon came other frozen products sold under the Ban¬ 
quet name: meat pies, dinners, fruit pies, and fried chicken. The 
frozen foods turned out to be vmy popular. 

In 1970, RCA bought the Stamper Company for $116.5 million and 
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ebaBg@3 its nan™ to Banquet. After a disastrous ten years, RCA sold 
zapstef that firm to ConAgra for $55 million. 

RCA is the electronics firm built largely by David Sarnoff. When he 
Aiaij in 1966, the company undertook an acquisitions binge that 
hrrai ght in Hertz (car rental), Random House (publishing), Cushman 
& Wakefield (real estate), and Coronet (furniture and carpets), as well 
asBanquet. Conglomerization, however, did not work, and RCA’s 
na ming s declined greatly. During this period, there was continuous 
turnover at the top, along with considerable bureaucracy and politics 
at the Rockefeller Center headquarters. Management's focus shrunk 
to the short term and only financial results were discussed with divi¬ 
sions like Banquet. Little else could be discussed; few people at Rocke¬ 
feller Center had experience in the food business. 

Under RCA, Banquet developed a variety of unhealthy habits. Work 
usually started at 9:00 a.m. and ended at 4:30 p.m. Company cars pro¬ 
liferated. Any entrepreneurial spirit died; the firm introduced no 
new products in the 1970s. And despite a booming frozen food mar¬ 
ket, Banquet’s sales and earnings started to decline. 

When ConAgra bought Banquet, according to longtime Banquet ex¬ 
ecutives, "You could see the difference immediately.” Within a week 
of Itte purchase, Harper called a two-day meeting of those managers 
and talked to them about ConAgra's philosophy. They could not be¬ 
lieve It: "After ten years of writing memos to faceless staff people in 
New York and having quarterly reviews in which we talked about 
nothing but short-term numbers, to sit and talk about philosophy, 
about his long-term vision, and about strategies in the food business— 
well it was a shock, but it was a wonderful shock.” 

Within a few months Harper looked for and found the person he 
felt was the number one frozen food executive in the United States. 
His name was John Phillips and he had been working for Campbell in 
its Swanson division. Harper asked him to run Banquet. Intrigued by 
Harper's style and ConAgra's culture, Phillips accepted, and began 
work chi January 6,1981. 

After graduating from Utah State University in 1958 with an eco- 
luxnics degree, Phillips spent his entire career up to 1981 with Camp¬ 
bell. He started in a canned food plant in Sacramento, where he 
worked in purchasing, industrial engineering, product supervision, 
and accounting. In 1964, he helped start up a new plant in Texas, and 
eventually worked as the assistant superintendent of manufacturing. 
He went from there to the Swanson division's poultry operations, and 
then to corporate marketing as an advertising manager. He next man- 
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aged four frozen food plants in Nebraska, ran the Pepperidge Farm 
subsidiary, served as the corporate director of personnel, and eventu¬ 
ally became president of Swanson. 

At Banquet, Phillips and Ins team rebuilt the marketing department, 
reorganized the sales force, upgraded the quality of a few products, 
and altered production methods that created unwanted inventory. 
They built up a market research data base, changed the advertising, 
and increased the ad budget dramatically. After ten years in which no 
new products had been introduced, they also began, cautiously at 
first, hying out new flavors, then new products. 

Their first completely new product line was called “Saucy Chicken," 
five or six pieces of chicken covered with either barbecue sauce, gar- 
lie, or butter. The product bombed. Undeterred, they tried other 
ideas, and soon had a few successes. 

Within a very short time, Banquet was once again performing well. 
After onfy three years, earnings paid for the purchase price and the 
new culture introduced by ConAgra took hold. Stronger manage¬ 
ment and leadership (central tenets erf the culture) began to emerge at 



Inl982, Harper created an Office of the President at corporate 
headquarters in Omaha and promoted Phillips into it. He then hired 
Kill Fletcher, a veteran of Campbell, Heinz, and Heublein, to take 
Phillips’ jdace. Fletcher’s first reaction after coming to Banquet and 
ConAgra was: "I have never found a business environment like this 
anywhere I’ve been. Mike Harper has created a unique culture.” 

Fletcher and Ms management team flourished. They focused on 
improving the division’s marketing and stiles. Under Fletcher’s leader¬ 
ship, and that of his successor, Scott Hahn, Banquet poured out more 
new products and started to grow fast. Major acquisitions were 
added in 1984 and 1986. By 1988, the division recorded $1 billion in 
revenues, a 300 percent increase since 1980. 

Visitors to Banquet headquarters in St. Louis in the fall of that year 
found a sense of excitement among the management there. A very 
visible plaque in the offices of many of those managers had engraved 
on ft: "Effective Leadership: a leader has a vision and conviction that 
a dream can be achieved, and inspires the power and energy to get it 
done.” 

By 1988, Banquet was one of Sty "independent operating compa¬ 
nies" inside ConAgra, each of which was headed by a “president” who 
was expected to lead, manage, and encourage others to do likewise. 
The corporation that year recorded overall revenues of $10 billion. 
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Its income had grown well over 1,000 percent since the first "philoso¬ 
phy" booklet was published. So had its market value. The once-small 
company based in Omaha, Nebraska, had become the eighth largest 
food corporation in the world. 5 


There are people, and not a small number of them, who sense the 
importance of leadership, recognize its scarcity today, and yet do not 
believe its significant expansion is realistically possible. For these peo¬ 
ple, direction setting, alignment, and motivation will always be the 
province of a chosen few. Situations like the one at ConAgra defy this 
pessimistic view. Such cases show that leadership can expand far be¬ 
yond the norm today. They demonstrate that with careful selection, 
the nurturing of talent, and encouragement, dozens and dozens of 
people can play important leadership roles in a single organization. 
The key is culture. 

The right kind of culture can foster both leadership and manage¬ 
ment, despite differences in function, process, and structure that cre¬ 
ate a potential for conflict. It can help hundreds of people to create 
the shortterm results expected by an organization^ constituencies 
and the long-term changes needed to adapt to a shifting environment. 

Developing a culture that creates strong leadership and manage¬ 
ment is probably difficult under any circumstances. In large, older 
organizations, creating the right vision and values, if they do not al¬ 
ready exist, can be an awesome task. Institutionalizing such a culture, 
so that it does not disintegrate after the creator has left, is even 
tougher. 6 Doing this demands great skill, perseverance, and not a 
small amount of courage. But for those who are successful, the payoff 
is gigantic: in terms of long-term economic results, the quality of life 
offered to employees over the length of their careers, the overall 
package of goods and services offered to customers over a decade or 
more, and the general benefits to society. 

Nowhere is this clearer than in a time of crisis, the ultimate example 
of an unstable and changing environment demanding competent 
leadership. Many corporations today look inept, if not just plain evil, 
when a major crisis erupts. Lacking a broad vision of their responsi¬ 
bilities, the alignment of their employ ees to such a vision, or the ca¬ 
pacity to motivate people to execute all that, these firms freeze under 
the pressure of a crisis or take actions that ultimately hurt both them¬ 
selves and others. Organizations that are well led stand out under 
these circumstances; consider Johnson & Johnson, a firm well known 
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for better-than-average leadership in its management hierarchy, and 
its response to the Tylenol tragedy. 

Developing a culture that creates strong leadership and manage¬ 
ment requires doing the sorts of things Harper and his executive team 
appear to have done fto some degree, the same can be said of Adam¬ 
son, Garstner, Carizon, Nicolosi, etc.). This means, first and foremost, 
provkfag a vision of the kind of culture that is needed. It also means 
bang a visible role model erf what is expected from others. It means 
helping people to understand what leadership is, why it is important, 
tow it is different from management, and how it can be created. It 
means giving people the opportunity to lead and manage. It means 
supporting efforts with resources and enthusiasm that are consistent 
with the desired culture. It means recognizing and rewarding suc¬ 
cesses. In short, it mams providing leadership on the issue of cul¬ 
ture . 7 

Leadership and culture are subjects that are as closely related as 
management and structure for systems). It takes strong leadership to 
create a useful culture. And only with certain kinds of cultures does 
one find competent leadership emerging throughout an organization. 

Just as we dearly need more people who can, collectively, provide 
leadership to the complex organizations that dominate our world 
today, we desperately need more people to develop the cultures that 
will create that leadership. In a sense, institutionalizing a leadership- 
centered culture is the ultimate act erf leadership. 
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he exhibits in this section summarize the major ideas presented in 
this book. 


Comparing Management and Leadership 


Creating 

an 

agenda 


Developing 
ahuman 
network lor 
achieving 
the agenda 


Execution 


O utcom es 


Management Leadership 


Pfenning and Budgeting— 
establishing detailed steps and 
timetables for achieving needed 
results, and then allocating the 
resources necessary to make that 
happen 

Organizing and Staffing— 
establishing some structure for 
accomplishing plan requirements, 
staffing that structure with 
incftviduaJs, delegating 
responsibflity and authority for 
carrying out the plan, providing 
poBdes and procedures to help 
guide people, and creating 
methods or systems to monitor 
Implementation 

Controlring and Problem 
Solving—monitoring results vs. 
plan in some detail, identifying 
deviations, and then planning and 
organtang to solve these 
problems 

Produces a degree of 
predictability and order, and has 
die potential of consistently 
producing key results expected by 
various stakeholders (eg, for 
customers, always being on time; 
for stockholders, being on budget) 


Establishing Direction—developing 
a vision of the future, often the 
distant future, and strategies for 
producing tire changes needed 
to achieve that vision 


Aligning People^--(x>rTirmjrttcating 
the direction by words and deeds 
to all those whose cooperation 
may be needed so as to 
influence the creation of teams 
and coalitions that understand the 
vision and strategies, and accept 
their validity 


Motivating and Inspiring— 
energizing people to overcome 
mayor political, bureaucratic, and 
resource barriers to change by 
satisfying very basic, but often 
unftMed, human needs 

Produces change, often to a 
dramatic degree, and has tire 
potential of producing extremely 
useful change (eg., new products 
that customers went, new 
approaches to labor relations that 
help make a firm mom 
competitive) 
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The Relationship of Change and Complexity to the Amount 
of Leadership and Management Needed in a Firm 


Amount 
of change 
needed in 
the 

operation 
(due to 
environmental 
instability, 
rapid growth* 
etc) 


Considerable leadership 
but not much management 
required 

(start-up businesses) 


Considerable leadership 
and management requited 
(most businesses and 
other organizations 
today) 


Little management or 
leadership required 
(most organczstions 
unit this century) 


Considerable management 
but little leadership 
required 

(marry successful 
corporations in the 
1950s and 1960s) 


The complexity of the operation 
(due to size, technology, 
geographical dispersion, the 
number of products or services, etc.) 
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Consequences in the 1980s and 1990s of Strong Management 
with Weak Leadership 
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Haw Ejcec&tives in a Dozen Successful US. Firms Rate the People 
m Their Managerial Hierarchies 



Nearly half say 
they have “too 

Virtually ail report 

Strong 

“too few” people in 


few*** people 
like this 

this quadrant 


Half s ay they 

Nearly twothirds 

tr 

rRWV 

have “too many” 

report “too many” 

people like 
this 

people here 



Weak Strong 


MANAGEMENT 


*ftesporKtenfe were given three choices: (1) too few, (2) too many; (3) about 
right The category having the largest number of responses is shown in the 
chart 
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Creating an Agpr%daz Management vs. Leadership 

MSBWQBtSGnfc 
Ftenrmg and Budgeting 


m 

primary 


A brief 

cfM» 

a&Mty 


Leadership: 
Establishing Direction 


To beep produce procfctefcb 
iesuttson sopodanl dimensions 
fag., being on time end on 
budget) by planning for ftose 


yoMBcqpmg a plan: a oe ia« e o 
map, pin ** written form i & is 
compficated and hard to 
remember or conwminicate; of 
how to a ch i e v e the aesufcs 
currently expected by important 
> and 


t be done 
when, by whom, and w&t tf)e 
costs inwoivecfc doing so by 

t of a deductive process 

, - » — » 

ineeoeo 

i iden&ies the 
necessary steps. timetables, and 
costs 


lb help* produce changes needed 
to cope with a changing business 
environment (eg., new products, 
new approaches to labor 
relations) by establishing a 
direction for change 

Developing direction: a vision 
which describes key aspects of 
an organization or activity in the 
tiitur* along with a strategy for 
achieving that future state; doing 
so by means of an inductive 
process of gathering a broad 
range of information about the 
business, organization, or activity, 
answering basic questions about 
that domain, testing alternative 
directions against that 
understanding, possibly 
experimenting with some of the 
options, and then choosing one 
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The Interrelationship of Direction Setting and Planning 
m a Complex. Organization 


7J» dkBcSooaeMng process creates 

• Viaoo-the Wnd of agenbafion people 
aspire to create in the long term— 
3-20 years 

• Strategies for achieving the vision— 
1-5 years 


Provides Prewdesa 

iocus realty check 

1 I 

The planning process creates 

• Farmal/wr«en plans—6 months to2yeats 

• Unwritten plane—1 day to 1 year 
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A description of sometofag fa the future (a vision), often the cSstant future, and a 
strategy for gaffing there A good vision satisfies two tests: desirability and 
feas&iity. Desirably means toe needs of toe constituencies that support the 
Ejection business or organization fcg., customers, shareholders, employees) are met 

FeastoSty means there is a sensible strategy for getting there* one that takes into 
account toe competition, the organization's strengths and weaknesses, 
technological trends, eta A firm’s ejection can be very novel but often is not 


Gatoering a broad range of information about an activity or business, especially 
tom customers. Challenging conventional wisdom and analyticaHy looking for 
patterns toat answer vary basic questions about that activfty or business (eg., 
what is leqated to succeed fa toe business? How do customers view our 
productsfeervicos?). Generating and then tasting alternative directions against this 
&&&*> understating. Possibly even experimenting with some options. RnaBy choosing a 
good one @j6l, one toat is both desaabte and feastole). Doing ail tots fa adynamic 
way that never reafiyends (although toe process can go torough periods of great 
acfa£y and periods of relative inactive 


F&en&al G*ear dfcecfion helps produce useftrf change^ especially significant or non- 
jnpggX incremental change, by pointing out where a group should move, by showing how 
t can get there, and by providing a message that is potential mothatingAtoW^ng. 
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Developing a Human System/Network for Achieving Some Agenda; 
Management vs. Leadership 

Management Leadarshfc; 

Organizing & Staffing ABgning Ptiogte 


Prirrmy 

function 


Atmef 
description 
of the 
activtiy 


Creating an organization that can 
implement plans, and thus help 
produce predictable results on 
important dimensions (eg., costs, 
delivery schedules, product 
quality) 


A process of organizational 
design involving judgments about 
ffe what structure best tits the 
plan* what incfividuai best f|s 
each |ob in the structure, what 
part of the plan fe each person 
and thus should be' delegated to 
him or her; what compensation 
system best fits toe plan and toe 
people involved, etc. 


Getting people fined up behind: a 
vision and set of strategies so as 
to help produce the change 
needed to cope with a changing 
environment (eg., new products, 
new approaches to labor 
relations) 


A major communications 
challenge: getting people to 
understand and befieve toe vision 
and strategies by communicating 
a great deal to aff of the 
individuals whose cooper&ion or 
compfiance may be needed to 
males that (firection a reality, and 
doing so in as dear and credtole 
a way as possible 
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Cmatmg 


A cond^ m which a relevant gnxip of people share a common understanding of 
a vision andseft of strategies, accept fee vafcSty of mat tSredion, and are witting 
toio^toi^aalangiaiefiiy 

Qommunica&ig fee dfcec&xt as often as possible (repetition is important) to aEt 
feose people fsub ordfoatos , subordinates of subordinates, bosses, suppliers, eta) 
whose he%> or eooperabon is needed; doing so, whenever possible, with simple 
images or symbols or metaphors feat communicate powerful/ without dogging 
already OMewsed communications charnels and without requiring a lot of scarce 
managerial time; making fee message credfete by using communicators with good 
track records and working reterionships, by staring fee message in as sensible a 
way as possfcfe; by making sure fee words and deeds of the communicators are 
consistent, and geneiafty by demonstearihg an unswervmg dedication to the vision 
and strategies fso-caBed leadership by amnpl&y 

An signed group of people has fee potential of making progress toward some 


PBtBB&ai 
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Execution: Management vs . Leadership 


Function 


A brief 
description 
of the 
activity 


Management Leadership: 

ControtSng & Problem Solving Motivating & inspiring 





ISO 

MatiwaAmgmtd Inspiring 


Postscript 


Uatoatodt 

inspmed 

people 



and 


Potential 

irr yvyf 


A group of people who exhibit a level of energy, intensity, and determination far 
shorn what is coos k te f ed normal. In a successful leadership effort tins level of 
{notation lends to be sustained for relataty long periods of time. 

Satisfyfog very basic human needs for achievement, belonging, recognition, self- 
esteem, a ser^ of control over one’s Sfo, fivfog up to one's ideals, eta; by 1) 
ataufeting agam and again a wsion to a way that stresses toe key values of the 
people being communicated to 2) involving those people in decking how to 
achieve tat vision or some portion of tie vision, 3) supporting their efforts with 
epacfafog, feedback, role modeting, and a lot of of enthusiasm, and 4) sincerely 
recognizing m pubfic and rewardfog ati of ther successes. 


A highly motivated group tat is aligned to some defection can overcome major 
economic, bureaucratic, and poiticaf obstacles that stand In its way. 
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Management and Leadership Roles 


Purpose 


Number 


Content 


Assignment 


Management Roles Leadership Rofes 


lo create management processes, 
and thus to help produce 
precBctabie results on important 
dimensions. 

Usually 10-20% of die total jobs 
in an organizaBon. to general, toe 
more complex toe operation, toe 
more managerial rotes. 

So called Tine-management 
jobs” deed with at three aspects 
of management (pfenning, 
organizing, and control) tor some 
domain. TStaff-maragement 
jobs” sometimes deal with only a 
limited piece of the overafi 
process (ag., budgeting or 
executive compensation) within 
some domain. Overall size of jobs 
can vary greatly from big to 
small. 


Roles tend to be assigned to 
people as a formal part of toe 
management process itseK. 
People wito management roles 
can also have leadership rotes 
that are bigger or smaller than 
their management jobs. 


To create leadership processes, 
and thus to help produce 
changes needed to cope wdh a 
changing business envtronmenL 

Can vary enormous^: 1-60% of 
the total jobs to an org ani zat io n 
depending upon how much the 
operation needs to change. 

Can vary enormously Sane wifi 
focus on aB aspects of toe 
leadership process for some 
activity or organization. Others will 
focus on a single aspect of the 
process (ag^ dfeection setting, or 
even one aspect of ctirection 
setting^. Overall size of jobs can 
vary greatly horn big (L) to small 

ffi- 


Rotes fend to be assigned or 
assumed by people in a more 
informal way and tend to be more 
ftid or charging. People with 
leadership rotes usuafly also have 
management rotes. 
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Coordinating Management Rotes vs. Leadership Roles 


Primary 

coordinating 

mechanisms 


Process by 
which 

mechanisms 

work 


Multiple 

Management Roles 


Format structure (job desorptions 
and chan of command) and 
integrated plans. 


Job descriptions specify 
responsib8ities and authority and 
reduce conflict by minimizing 
overlap between jobs. Chains of 
command link afi jobs, and finis 
provide a vehicle for resolving 
eonffict These same 
mechanisms* when appfied to the 
planning process, create an 
integrated set of plans, which 
eliminate future conffict 


Multiple 

Leadership Roles 


Thick informal networks {good 
working relationships among 
many people who share certain 
values) and overlapping visions. 

The multitude of good 
comnwnication channels and 
trust among people in thick 
informal networks aBow for an 
ongoing process of 
accommodaflon and adaptation 
regarding who plays what role* 
and regarding conflict among 
roles. Those channels also help 
produce visions that are finked 
and compatible instead of remote 
and competitive. 
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Heredity, Childhood, and Leadership in Big Jobs 


Waits From Heredity 
or Childhood 

Effect on Leadership 
m&QJobs 

Drivafenergy level 

Without a great deal of inner drive, the 
dffkx&ies in producing change over a 
period of yeas tend to discourage 
people from leading. 

btfefigence/inteflectual skills 

Without sufficient basic intelligence, it 
is often difficult to set foe right 
direction m a complex environment 

Menterf/emctional health 

Without some minimum amount of 
mentalfemctional health, aRthe 
interpersonal sk^noodod for 
leadership tend not to develop over 
time The dfetortions caused by 
emotional problems can also create 
tragicaly famed visions. 

Integrity 

Large numbers of people newer foSow 
irxfivkfoals who, they befieve, to be 
lacking in integrity, aoccept for short 
periods of fma Also, highly driven 
focfividuafo who lack integr&y often 
estabish a course that, ff people do 
foflow, w® eventual lead to feagedy. 
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Career I&perierwes and Leadership 



Career Experiences 

Btect on Leadership 


ChaJlen^ng asslpncnts 
earty in a career 

Stretches people, helping them to 
greet in marry d&nensions, some 
of which wffl be relevant to 
leadership; allows individuals to 
fey leadership and team from 
tier successes and faBures 

Promotes 

leadership 

visioie t88n6^fip rote 
models who are very good 
or very bad 

Extreme examples, both good 
sand bad, me easy to team from, 
because fere lessons are very 
dear 


Assignments wNch broaden 

Breadth of knowledge is 
parficitehr important for drecfion 
setter^ and breadth of contacts 
and relationships for alignment 
and mofevation 


A tong series of narrow 
and tacncat joos 

Makes one short-term and 
tacricafly oriented; does not 
deretep longterm and strategic 
strife 


Vhiticfli nwmnf nmmnniMi 

wvimMl VMi vOl HUlfwilfOl H 

Dees not produce the breadth 
needed to teed in big jobs 

Mbits 

leadership 

Rapid promotions 

Does not help people to toink 
tong term or to team the impact 
of their actions over the long 
term; can anoourags a 
manipulative style 


Measurement and rewards 
based on Short-term 
results only 

Encourages people to pay 
abandon to toe management 
aspects of toeir jobs and ignore 
tie leadership aspects; baches 
management but not leadership 




Postscript 

The Growth of Leadership and Management Capacity Over the Span 
efaCareer 





156 


Postscript 

CteMm^m^Lemtership 


Corporate Culture 

Norms and shaped values tetemt to teadeisftip: 

# IT 0 klr>€l ef People fiat are vetoed In mtdde and senior management (leaders 
or not, leadership potential or rw§ and toe normal practices for hiring and 
developing mem 

" If 13 ^ ir>c * of hetiawior valued from people (leadership or not) and toe practices 
that eocoiJi^M betoiiior 

# o «nil>er and strength of shared vetoes which bind people together in 
informs! networks, and tie practices which accuiturate new employees to those 
values 


Leadership 

The amount of leadecsNp in the corporate and how we8 ft converges (or 
conflicts) 




APPENDIX 


The Research 


A bout halfway through the research that led to my last book, The 
Leadership Factor, I became convinced that the differences be¬ 
tween management and leadership were both important and poorly 
understood. To pursue this line of thought in more depth, I designed 
a two-part study (see Exhibit I) that has culminated in this book. 

Hie first phase of this research involved the creation of the ques¬ 
tionnaire shown in Exhibit II. That survey was eventually adminis¬ 
tered to a total of 200 senior executives, business people who were 
working for twelve highly successful US. corporations. In about one- 
third of the cases, the questionnaire was administered in a one-hour 
interview. In the rest of the cases, it was mailed to the executives and 
filled out by them alone. 

The second phase of this research first involved the location of a 
dozen cases of "highly effective leadership in business.” (See Exhibit 
III for the solicitation letter.) I then documented each of these cases, 
mostly through interviews (see Exhibit IV). 
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Bddatl The Study 


t. Initial design of the research 

2. Creation of the questionnaire 

3. Securing the cooperation of 
200executives to answer the 
questionnaire ■' 

4. Administration of the 
questionnaire 

5. Analysis of questionnaire 
data 

6. Locating "Effective 
Leadership” stories and 
gaining the cooperation of 
the people involved 

7. Interviewing people to 
document the stories 



9. Preparing this manuscript 


June 1986-August 1986 
August 1986-November 1986 

October 1986-May 1987 
January 1987-June 1987 
May 1987-December 1987 

June 1987-September 1988 

August 1987-October 1988 

June 1988-December 1988 
September 1988-October 1989 
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Exhibit II The Questionnaire 

I. Please list below the initials of a fairly random sample of ten 
people with whom you work by doing the following: Think of 
bosses, colleagues, subordinates, or even others outside your 
firm (with whom you work) who have last names that start 
with the same last letter as your last name. Write their initials 
below, then go to the next letter in the alphabet and do the 
same, continuing until you have ten sets of initials (e.g., Kotter. 
I have worked recently with Fred Kolb, Joe Kennedy, John 
Lintman, Jim Leahey, Jeff Lynn, Paul Lawrence, Jay Lorsch, 
John McArthur, Warren McFarlan, and Fred Mallot. So I would 
write in the space below: FK, JK, Jli, JLeh, JLy, PL, JLo, JM, 
WM, FM). 

1)_ 2)_ 3)_ 4)_ 5)_ 

6)_ 7)_ 8)_ 9)_ 10)_ 

n. Please evaluate how much each of these ten people contributes 
to the management of the people and activities around him or 
her: 6 = very strong contribution to the management process, 
5 = strong contribution, 4 = contribution, 3 = weak contribu¬ 
tion, 2 = very weak contribution, 1 = no contribution. 

Person 1_Person 2_ Person 3_ Person 4_ 

Persons_Person 6_Person 7_Persons_ 

Person 9_Person 10_ 

HI. Now please evaluate how much each of these ten people con¬ 
tributes to the leadership of the people and activities around 
him or her. Again, 6 = very strong contributor to the leader¬ 
ship process, etc. 

Person 1_Person 2_ Person 3_Person 4_ 

Person 5__ Person 6_ Person 7 _ Person 8_ 

Person 9_Person 10_ 

IV. NowthinkofsomeoneyoukiKnvpersonally fit does not have to 
be (me of the ten people listed previously) who you thank has 
done an outstanding job of effectively managing the people and 
activities arotmd him or her, and describe below, in as much 
detail as possible, exactly what he or she has done that consti¬ 
tutes this extremely effective management. 
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Hew she 


He or she 


He or she 


He w she 


He w she 


Hew she 


He w she 


He wshe 


He or she 


He wshe 


V. Now think of someone you know personally who in your judg¬ 
ment has done an outstanding job of providing effective leader¬ 
ship to the people and activities around him or her, and then 
describe, in as much detail as possible, exactly what he or she 
has done that constitutes "highly effective leadership.” 
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Weak Strong 

MANAGEMENT 


For your corporation to continue to be successful over the next 
ten years, do you have the right number of people in each of 
the four quadrants in the figure shown above? Or, are there 
too few people in some quadrants? Or are there too many in 
sense? 

Quadrant #1: the right * _, too few_, too many _? 

Quadrant *2: the right * __ too few . too many _? 

Quadrant *3: the right * __, too few_, too many _? 

Quadrant #4: the right * _, too few_, too many _? 




Appendix 


163 


Exhibit in Solicitation Letter 
Deaf 

As a part of my ongoing research on the subject of managerial behav¬ 
ior, I am in the process of looking for situations that exemplify ex¬ 
traordinarily effective leadership. I do not much care if the stoty 
involves a CEO or a foreman, one person or thousands, a time period 
of three months or ten years. The only thing that is important is that 
well-informed parties agree a central element in the situation is 
"highly effective leadership.” 

If you can think of a case that fits this specification, and would be 
willing to help me obtain interviews with the people involved so as to 
document that story, I would greatly appreciate tearing from you. 
My telephone number is (617) 495-6529, and I can be readied by mail 
at the Harvard Business School, Boston, MA 02163. 

Thank you very much for considering this request. 

With best regards, 


John P. Kotter 
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Exhibit IV Interview Guide for Leadership Stories 

1. (Background on interviewee) First, if you would tell me a little 
about yourself. You have worked for this firm how long? (Probe 
to get a summary of his/her career.) 

2. Tell me about_(the story being docu¬ 

mented). Perhaps if you would start at the beginning and then 
describe the major events. (Probe for as much detail as possible; 
Who did whatwhen, how, and why?) 

3. ttf otter interviews have left some points confusing or provided 
contradictory information, raise specific questions here to re¬ 
solve those issues.) 

4. Results from this episode—how important are they to the corpo¬ 
ration? Why do you say this? (Probe both for specific results and 
find out why the interviewee thinks they are important or unim¬ 
portant.) 

5. How large a role did "effective leadership” play in this story? If 
interviewee feels effective leadership was central to the story 
ask: Who helped provide the leadership? What exactly did they 
do that constituted effective leadership? 

6. If a small number of people were the principal suppliers of 
leadership, say: Tell me about each of these people. Why were 
they aHe to provide effective leadership? 
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Preface 

1- Kotter and Lawrence, Mayors in Action: Five Approaches to Urban 
Governance, John Wiley, 1974. 

2. Kotter, Organizational Dynamics: Diagnosis and Intervention, Addi- 
son-WesIey, 1978. 

3. Kotter, Faux, and McArthur, Self-Assessment and Career Develop¬ 
ment, Prentice-Hall, 1978. 

4. Kotter, Schlesinger, and Sathe, Organization: Text, Cases and Read¬ 
ings on the Management of Organization Design and Change, Richard 
D. Irwin, 1979. 

5. Kotter, Power in Management, AMAGOM, 1979; and Power and Influ¬ 
ence: Beyond Formal Authority, Free Press, 1985. 

6. Kotter, The General Managers, Free Press, 1982. 

7. Kotter, Tfw Leadership Factor, Free Press, 1988. 

8. Comparative analysis requires casesof both success and failure. I did 
not gather negative examples here because my earlier studies have 
identified many instances of ineffective leadership. 


chapter 1 Management and Leadership 

1. A sizable amounted the literature cm leadership is based on studies of 
people in supervisory or managerial Jobs, people who may or may not 
have been providing effective leadership. See Bass {JHfemd&ook of 
Leadership: A Survey of Theory and Research, Free Press, 1981) and 
Yukl l&eadenship in Organizations, Prentice-Ha!, 1988). 
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2. This is not to suggest that management, at least in an elementary 
form, did not exist centuries earlier. It surely did, and generals, kings, 
and high priests undoubtedly knew something about it. But the man- 
agement they knew and used was the product of a vastly less compli¬ 
cated age. Compared to today, the organizations they managed were 
technologically simple and usually small—in other words, not very 
oomplex- 

3. Chandler, The Visible Hand, Belknap Press of Harvard University 
Press, 1977. 

4. Summarized here are the elements of management most commonly 
inducted In both a) the many books on that subject published in this 
century, and b) a 1987 survey conducted by this author which asked 
200executives to describe the actions of someone they knew who was 
effectively managing whatever he or she was responsible for. 

5. Although not the only function, that seems to be the most common 
one mentioned in the hundreds of books on management that have 
been published in the past SO to 70 years. 

6. Bums, Leadership, Harper & Row, 1978. 

7. Levinson and Rosenthal end their study of CEO's with the following 
conclusion; “Strong leaders are necessary, particularly for organiza¬ 
tions that must undergo significant change. Not good managers or 
executives, but strong leaders." {CEO: Corporate Leadership in Ac¬ 
tion, Basic Bodes, 1984, p. 289.) 

8. Determining what “generally better off” and “trampling on the rights 
of otters" mean, in practice, can be most difficult and has ted to 
endless philosophical discussions. For the purposes of this book, effec¬ 
tiveness is measured by the cumulative after-the-fact opinions of all 
those affected by a leadership process. 

9. The list is generally consistent with other important works on leader¬ 
ship in modem organizations—books by Bennis and Nanus (Leaders: 
The Strategies for Takmg Charge, Harper & Row, 1985) and Peters 
and Austin {A Passion for Excellence: The Leadership Difference, 
Random House, 1985), for example. But this specific way of thinking 
about leadership comes from the studies upon which the book is 
based (see the Preface). 

10. The distinction between leadership and management is similar in 
some ways to what Bums (op. eftj and Bass ( Leadership and Perfor¬ 
mance Beyond Expectations, Free Press, 1985) have called transfor¬ 
mational leadership versus transactional leadership. The book by 
Bums and a 1977 article by Zdtemik f Managers and Leaders: Are 
They Different", Harvard Business Review, 55, 5, pp. 67-87) are the 
first two works of which I am aware that begin to explore these 
differences. 
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11. For a fascinating analysis of the pure types ami their potential for 
conflict, see Zaleznik, op. tit., pp. 67-80. 

12. This occurred in China during the “Cultural Revolution.* 

13. Very visible examples, although not extreme ones, wtribirlf* Apple 
before John Sculley became CEO and People Express during its final 
year of operation. 

14. Approximately 200 executives were polled during 1987 either with a 
questionnaire or in an hour-long interview (see Appendix). The di¬ 
mensions of “management* and 'leadership* were not defined for 
them, but before they were asked to rate their fellow manager s on 
those dimensions, they were first asked to describe in detail the 
actions of someone they knew who provided effective management 
and then to describe likewise the actions of someone who has pro¬ 
vided effective leadership. 

15. Further details on this survey can be found in Kotter, TheLeaderslmp 
Factor, Free Press, 1988. 

16. Ibid. Chapter 6. 

17. By “entrepreneurial” I mean leaders who focused their energies chi 
taking advantage of opportunities to build businesses. 

18. The sheer amount of management education offered today is at least 
thirty times greater than that offered fifty years ago. 

19. Kotter, op. cit., Chapter 3. 

20. Beckhard, OrganizationalDev^c^ynmit, Adf&oo-Weskey, 1969. 

chapter 2 Leadership in Action 

1. Information in this chapter comes from NCB company docuai^Eits phis 
interviews with Jim Adamson, Bill Sard, Darrell Clark, Id Comal, Sob¬ 
er! Corcos, Kurt ffanaway, Fred Hutcheon, Ken Kefly, Grant Kek% 
Charlie Loarridge, Alan Murdoch, Ml PatuBo, M.¥. (fee) Stephan, John 
Tosh, and Nigel Vincent. 

2. All twelve of the case studies done in eonjpnctian wMfa the research for 
this book contain these themes. 

3. All twelve of the in-depth case studies that were researched for this 
book have fairly dramatic results. Furthermore, the stories rf ^effec¬ 
tive leadership “reported in the 200 interviews or questkasaa^es that 
were also a part of tim research, almost all show sfexSar results. 

CHAPraaB Establishing Direction 

1. This example is plannh^ in its staples! form, in red sitn^sons, 
deductions will be much more complex. Furthermore, the pfenning 
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process will often go through two or more iterations before a plan is 
produced that fits all constraints, such as those set by still other plans. 

2. The concept of vision, used in this context, was first eonvincingjy 
demonstrated by leadership studies conducted by Tiehy and Bennis. 
See Tiehy and Devarma (The Transformational Leader, Wiley, 1986) 
and Bennis and Nanus { Leaders: The Strategies for Taking Charge, 
Harper & Row, 1985). 

3. I^tscale aiKi AdK>s caH vision "si^rcatlinate goals" and argue that such 
goals should be 1) significant {desirable), 2) durable dong term), and 3) 
achievable (feasible). See their discussion in The Art of Japanese Man¬ 
agement, Simon Schuster, 1981. 

4. Information on TRS comes from company documents, interviews with 
executives (Ed Cooperman, Lou Gerstner, Ron Glover, David Kalis, 
Jonathan linen, Phillip Riese, and Rick Thoman), and informal discus- 
skins with a dozen middle-level American Express employees. 

5. "The Hazards Down the Track for American Express/’ Fortune, Nov. 6, 
1978, p. 106. 

6. Information on SAS comes from Carlzon’s book, Moments of Truth 
(B allinger Publishing, 1987), company documents, and an interview 
whh Mr. Garizoii. 

7. ICFs profitability rose at nearly 40 percent per year compounded when 
Harvey-Jones was chairman. 

8. Harvey-Jones, Makmg It Happen: Reflections on Leadership, Collins, 
1988, p. 25. 


chapter 4 Aligning People 

1. Pioneering work has teen done by people such as Lawrence and 
Lorsch (Organization and Environment Harvard Business School 
Press, 1967) at Harvard. See also Nystrom and Starbuck, Handbook of 
CfirgamzatkmalDesign, Oxford University Press, 1981. 

2. War a discussion of the Importance of lateral relationships in the pro- 
duction of innovative change, see Kaiser fThe Middle Manager as 
Innovator," Harvard Business Review, July-August, 1982; ate The 
Change Blasters, Simon & Schuster, 1983). 

3. A 1987 speech to the Society of Automotive Engineers. 

4. There are a number of classic examples of this problem in Kotter, 
Power ami fefkm®ce,Wme Press, 1985, Part M. 

5. Information about Kodak comes from internal company documents 
plus interviews with Martin Berwick, John Rdeklemyer, Rotet Cran¬ 
dall, Richard Hamer, Mm Leftso, Richard Psyk, Thomas Roztocfi, 
Wilfrid Rowe, ate Joseph SehBf. 
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6. Leaders empower people through alignment and, as described in Chap¬ 
ter 5, their approach to motivation. 


CHAPTERS Motivating and Inspiring 

1. The term homeostasis was invented for a different purpose, but hope¬ 
fully its originator would not be offended by the usage here. See 
Cannon, The Wisdom of the Body (rev. ed.}, Norton, 1939. 

2. Hackman and Oldman ("Motivation Through the Design of Work: Test 
of a Theory," Organizational Behavior and Human Performance, 16, 
1976; and Work Redesign, Addison-Wesley, 1980), and Aldaq and Brief 
(Task Design and Employee Motivation, Scott, Foresman, 1979). 

3. The word inspire is used here to mean a form of motivation which 
appeals to ideals. 

4. Information about Mary Kay comes from interviews conducted for a 
1981 Harvard Business School case, and from public source material. 

5. Beauty consultants and sales directors are not Mary Kay employees but 
independent business agents. 

6. This was reported in the press in 1985 and is still believed to be true as 
of this writing in 1989. 

7. The first Wal-Mart store was opened in 1962. 

8. Information about Kentucky Fried Chicken comes from company doc¬ 
uments and interviews with Phil Bouckaert, Don Doyle, Ed Dudley, Bill 
Evans, Roger Kramer, Ottie Ladd, Dick Mayer, Shelby Massey, Gregg 
Reynolds, Dr. G. V. Rao, and Harry Sunenshine. 

9. Mike Miles left KFC in 1982. In 1989, as CEO at Kraft General Foods, he 
convinced Dick Mayer to once again team up with him. Dick is now 
president of General Foods. 


chapter 6 Multiple Roles 

1. See the recent discussion and examples by Barnes and Kriger, 'The 
Hidden Side of Organizational Leadership,” Sloan Management Re- 
view. Fall 1986, pp. 15-25. 

2. Information regarding ARCO comes from company documents plus 
interviews with Ron Arnault, George Babikian, Lod Cook, Jim Morri¬ 
son, Don Murray, Scott Stamworth, and Bob Wycoff. 

3. November 7,1988. 

4. Forbes, March 21,198S. 

5. Ibid. 



170 


Notes 


S. ARCO's ROE was 25.3%, and second-place Exxon’s was 16.8% fas 
r&porrnlmBmmemWeekl. 

7. As of Ibis writing Anderson is, once again, an oil entrepreneur, run- 


8. These figures depend on whether the difference is measured by 
revenues, assets, or number of people involved. 

3. Kotter, The Leadership Factor, Free Press, 1988. 

ID. Information on Decworld *87 comes from internal company docu¬ 
ments and interviews with Kerry Bensman, Carmen Coletta, Dallas 
Kirk, Janet Shipman, Elizabeth Strong, Barbara Wood, and Craig 
Zamzow. 


chapter 7 Thick Informal Networks 

1. For a broader discussion of all this, see Kotter, Schlesinger, and Sathe 
(Organization, Richard D. Irwin, 1979) and Galbraith ( Organization 
Design, Addison-Wesiey, 1977). 

2. Ibid. 

3. Iceies and Crane, Domg Deals, Harvard Business School Press, 1988. 

4. Information on P&G comes from company documents, plus interviews 
with nine F&G managers who were centrally involved in the effort 
descsibed here. 

5. Wall St. Journal, August 9,1989, p. 1, second section. 

6. All names except for Nicc^osi’s have been disguised at P&G’s request. 

QiAPimS Heredity and Childhood 

1. Ko&er, The€temralManagers,¥reePress, 1282. 

2. Mintzberg (The Nature of Managerial Work, Harper & Row, 1973; 
and **1116 Manager’s Job: Folklore and Fact," Harvard Business Re¬ 
view, July-August, 1975) and Stewart (Managers and Their Jobs, Mac- 
saffian, 1967; Contrasts m Management, McGraw-Hill UK, 1976; and 
Choices for dm Manager: A Guide to Understanding Managerial 
Work, Prentice-HaE, 1982). 

3. Kotter, op. czt., Chapter 2. 

4. Psychologist David McClelland has called this "power and achieve¬ 
ment motivation" and has argued, successfully, that it is commonly 
found among successful executives. See McClelland VPower: The 
Inner Experience, Irvington, 1975) and McClelland and Boyatzis 
(“Leadership Motive Pattern and Long-term Success in Management, ” 
Journal of Applied Psychology, 67, 1982). 
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5. Iacocea, Iacocca: An Autobiography, Bantam Books, 1984. 

6. See Boyatzis' discussion ^cognitive skills in The Competent Manager, 
Wiley, 1982. 

7. Hogan, Raskin, and Fazzini, 'The Dark Side of Charisma,” Working 
Paper, Tulsa Institute of Behavioral Sciences, 1989. 

8. Boyatzi s, op. tit. 


9. For example, if one in ten has the drive, one in three has the intelli¬ 
gence, one in two has the mental health, and one in two has the 
integrity, and if these elements are relatively independent (they may 
not be), then one in 120 will have all four (Vio X Vz X ¥i X l A = V 120 ). 

10. Kotter, The Leadership Factor, Free Press, 1988, Chapter 7. 


11. An interesting exception can be seen in the case of some of Japan's 
best companies. They have not stressed technical qualifications in 
most entry-level hiring but more general traits like intelligence and 
interpersonal skills. 


chapter 9 Career Experiences 

1. McCall, Lombardo, and Morrison, The Lessons of Experience, Lexing¬ 
ton Books, 1988; and Kotter, The General Managers, Free Press, 1982. 

2. Harvey-Jones, Making It Happen: Reflections on Leadership, Collins, 
1988, p. 61. 

3. McCall, Lombardo, and Morrison, op. cit. 

4. Ash, Mary Kay on People Management, Warner Books, 1984, pp. 4-5. 

5. See my discussion of how career experiences empower, Kotter, Power 
and Influence, Free Press, 1985, Chapter 7. 

6. Information about Enrico comes from an interview with him, supple¬ 
mented by interviews with a few of his colleagues at Pepsi. 

7. For a broad discussion of these issues and a presentation of the evi¬ 
dence supporting this conclusion, see Kotter, The Leadership Factor, 
Part II. 

8. Ibid., Chapter 7. 


chafer 10 Corporate Culture 

1. in a 1988 survey conducted by Harvard Professor James Heskett and 
myself, these firm s were rated by executives in their industries as 
having strong corporate cultures. 

2. Kotter, op. cat., pp. 98-99. 

3. Information on ConAgra comes from company documents phis inter¬ 
views with Bob Daugherty, Paul Graven, Mike Harper, Jim Kennedy, 
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Andy Langert, Rud Morrison, Gilbert Mulhere, David Pederson, Scott 
Rahn, Don Easels, Jerry Vernon, and Bob White. 

4. Professor James Heskett and I polled over sixty senior executives in the 
food industry with a short questionnaire. Approximately half re¬ 
sponded. 

5. In terms of 1987 revenues, Philip Morris/Kraft, Unilever, Nestle, Proc¬ 
ter & Gamble, MR Nabisco, Bj\.T. Industries, PepsiCo, and Sara Lee 
were larger. 

S. As this is being written, despite the power and success of ConAgra’s 
culture, it is not dear how well it has been institutionalized, and thus 
exists independent of Mike Harper. This will only become known after 
he retires. The same can also be said, at least to some degree, for the 
cultures developed by aH the other individuals discussed in previous 
chapters. 

7. Sehein, Organizational Culture and Leadership, Jossey-Bass, 1985. 
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